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NORTH  AMERICA  FREE  TRADE  AGREEMENT 
AND  IMPLEMENTING  LEGISLATION 


THURSDAY,  OCTOBER  21,  1993 

U.S.  Senate, 
Committee  on  Commerce,  Science,  and  Transportation, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  10  a.m.  in  room  SR- 
253,  Russell  Senate  Office  Building,  Hon.  Ernest  F.  Rollings  (chair- 
man of  the  committee)  presiding. 

Staff  members  assigned  to  this  hearing:  Ivan  A.  Schlager,  senior 
counsel,  and  Troy  Cribb,  professional  staff  member;  and  Kevin  M. 
Dempsey,  minority  staff  counsel. 

OPEMNG  STATEMENT  OF  SENATOR  ROLLINGS 

The  Chairman.  Good  morning.  We  want  to  welcome  our  distin- 
guished Ambassador  for  International  Trade,  Mickey  Kantor,  and 
our  distinguished  former  colleague,  Tim  Wirth  of  Colorado. 

We  are  going  to  have  three  votes  at  11  o'clock.  This  is  an  impor- 
tant appearance  here.  Do  we  have  any  opening  statements?  I  am 
going  to  withhold  mine. 

[The  prepared  statement  of  Senator  Rollings  follows:] 

Prepared  Statement  of  Senator  Hollings 

Mr.  Ambassador,  Counselor,  good  morning.  In  the  next  month  the  House  and  the 
Senate  will  be  engaged  in  a  vigorous  debate  on  the  future  of  our  economy  and  on 
the  future  of  democracy  in  our  Hemisphere.  The  debate  over  the  North  American 
Free  Trade  Agreement  is  about  whether  we  embrace  change  and  whether  we  restore 
and  revitalize  our  economy  and  at  the  same  time  promote  a  democratic  revolution 
south  of  the  border. 

It  is  astounding  to  this  Senator  that  those  of  us  who  are  trying  to  reverse  a  20- 
year  slide  in  real  wages,  those  of  us  who  wish  to  break  with  the  failed  trade  policies 
of  the  past  and  set  a  course  for  the  future  that  will  bind  the  nations  of  the  Americas 
together  in  a  common  commitment  not  iust  to  free  markets  but  also  a  shared  com- 
mitment to  democracy — we  are  labeled  as  protectors  of  the  status  quo.  Only  in 
Washington  could  those  who  side  with  an  entrenched  party  that  has  failed  to  allow 
free  elections,  that  suppresses  a  free  press,  and  that  holds  tight  rein  on  major  as- 
pects of  its  economy  be  seriously  considered  as  being  on  the  side  of  change. 

To  get  beyond  the  rhetoric  of  Washington,  I  went  to  Tijuana,  Mexico  to  see  first- 
hand what  over  25  years  of  free  trade  under  the  maquiladora  program  has  pro- 
duced. What  I  saw  was  worse  than  I  could  have  imaginea. 

Behind  the  gleaming  industrial  parks  stand  hillsides  packed  with  shanties  with 
no  electricity  or  running  water.  How  can  American  companies  who  advertise  on  the 
Sunday  talk  shows  about  bringing  good  things  to  life  allow  their  employees  to  live 
in  such  squalor?  Frankly,  it  is  an  embarrassment.  What  is  worse  is  that  the  Amer- 
ican taxpayer  will  be  asked  to  pay  for  the  cleanup  of  the  environmental  nightmare 
that  these  companies  created.  In  Tijuana,  I  met  proud  and  hard  working  people  who 
wanted  a  decent  wage  and  thought  that  they  could  get  it  by  organizing  an  independ- 
ent union.  What  they  found  was  that  U.S.  companies  checked  their  social  con- 
sciences at  the  border  and  acquiesced  in  state-sponsored  labor  extortion.  The  work- 
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ers  discovered  that  they  already  had  a  union,  one  that  was,  of  course,  a  government- 
sponsored  union,  even  though  they  had  never  met  a  union  organizer.  There  are 
some  who  say  that  NAFTA  will  put  an  end  to  the  maquiladora,  but  is  not  the  more 
likely  scenario  that  NAFTA  will  turn  all  of  Mexico  into  a  maquiladora? 

What  I  saw  in  Tijuana  moved  me  and  it  strengthened  my  resolve  to  fight  for  a 
trade  pact  that  will  bring  democracy,  open  free  markets,  and  preserve  basic  human 
dignity.  I  am  certain  that  we  can  achieve  these  goals  only  by  adopting  a  common 
maricet.  Only  the  Common  Market  approach,  with  a  social  charter  and  political  re- 
form, can  redress  the  hopes  and  dreams  of  the  millions  of  Mexicans  who  have  been 
disenfranchised. 

To  those  cynics  who  say  that  NAFTA  opponents  are  just  motivated  by  political 
gain,  and  that  my  Common  Market  bill  is  merely  a  ploy,  I  invite  them  to  go  to  Ti- 
juana and  see  for  themselves. 

Over  20  years  ago  I  toured  my  State  to  understand  better  the  problem  of  hunger 
in  America;  I  wrote  a  book  on  it.  Twenty  years  later  I  found  the  situation  south  of 
the  border  to  be  much  worse.  I  fear  that  NAFTA  will  make  the  situation  even  worse 
and  that  it  will  drag  the  American  middle  class  down  with  it.  It  is  time  we  adopt 
real  change  and  fulfill  the  vision  of  John  Kennedy  who  wrote,  "No  program  that  is 
restricted  to  the  technicalities  of  economic  development  can  fully  answer  the  needs 
of  the  Americas.  Only  an  approach  to  economic  progress  and  social  justice  which  is 
based  on  the  wide  acceptance  of  the  fundamental  ideals  of  political  democracy  and 
human  dignity  can  conquer  the  many  ills  of  our  hemisphere  and  respond  fully  to 
the  aspirations  of  our  people." 

If  we  fail  to  link  NAFTA  to  democracy  and  human  rights,  we  will  miss  an  oppor- 
tunity to  improve  the  lives  of  the  millions  of  Mexicans  who  have  seen  their  purchas- 
ing power  decline  by  over  30  percent  during  the  last  decade.  Only  when  they  can 
enectively  petition  their  government  and  only  when  the  have  confidence  in  the  insti- 
tutions of  their  government  will  their  living  standards  improve. 

OPENE^G  STATEMENT  OF  SENATOR  PRESSLER 

Senator  PRESSLER.  I  am  going  to  put  mine  in  the  record.  But  I 
did  want  to  say  one  thing.  I  welcome  the  witnesses.  I  hope  that  you 
will  urge  President  Clinton  to  go  out  into  the  country  and  hold  one 
of  his  listening  meetings  in  Michigan,  for  example,  with  actual 
labor  union  people  who  think  they  are  going  to  lose  their  jobs.  He 
should  hold  one  of  his  hearings  in  Ohio  with  laboring  people  who 
think  they  are  going  to  lose  their  jobs.  I  think  he  should  hold  one 
with  people,  the  citrus  growers  in  Florida,  who  think  they  are 
going  to  lose  their  farms. 

The  point  is  I  appreciate  the  President's  support  of  NAFTA.  I 
support  NAFTA.  But  I  have  not  seen  him  really  get  out  and  use 
up  political  capital,  to  go  to  the  grassroots,  to  hold — now  it  is  one 
thing  to  hold  it  inside  the  Beltway,  but  I  want  to  see  him  go  out 
and  mingle.  And  he  is  so  good  at  these  meetings  on  health  care  and 
other  things.  To  go  to  the  heart  of  the  opposition,  sit  in  a  room  with 
200  union  workers  and  union  leaders  who  are  opposed  to  this,  and 
on  national  television  have  an  exchange  to  assure  them  that  they 
will  not  lose  their  jobs.  That  has  not  been  done  yet,  and  I  hope  you 
will  take  that  message  back  to  the  President  for  me. 

[The  prepared  statement  of  Senator  Pressler  follows:] 

Prepared  Statement  of  Senator  Pressler 

Mr.  Chairman,  I  want  to  thank  you  for  holding  this  hearing  to  discuss  provisions 
of  implementing  legislation  for  the  North  American  Free  Trade  Agreement  (NAFTA 
also  thank  Ambassador  Kantor,  the  United  States  Trade  Representative,  for  appear- 
ing before  the  Committee  today. 

NAFTA  is  receiving  considerable  attention  in  South  Dakota.  To  date,  the  views 
of  South  Dakotans  towards  NAFTA  are  mixed.  Many  South  Dakotans  are  concerned 
about  NAFTA's  potential  effect  on  wages  and  the  loss  or  relocation  of  jobs.  NAFTA 
also  is  receiving  mixed  reviews  in  the  agricultural  conmiunity,  including  my  state's 
farm  and  ranch  organizations. 


This  is  most  important,  since  agriculture  is  my  state's  number  one  industry,  con- 
tributing nearly  $14  billion  dollars  to  it's  economy. 

I  was  pleased  when  Ambassador  Kantor  came  before  this  Committee  earlier  this 
year  and^ testified  that,  "Agriculture  is  a  big  winner  under  NAFTA."  Growth  in  the 
agricultural  sector  is  essential  to  South  Dakota's  future.  Exports  are  crucial  to  that 
growth.  In  1991,  South  Dakota's  agricultural  exports  totalled  $711  million.  Many  of 
these  exports  are  going  to  our  neighbors  to  the  north  and  south.  As  much  as  65  per- 
cent of  South  Dakota's  wheat  production  is  exported  overseas.  Maintaining  and  ex- 
f landing  foreign  market  opportunities  is  vital  to  economic  growth  to  South  Dakota's 
armers  and  ranchers. 

Many  small  businesses  in  South  Dakota  also  support  NAFTA.  These  range  from 
mining  operations,  clothiers,  manufacturers,  electronics,  bakeries,  service  indus- 
tries— all  are  in  support  of  NAFTA. 

I  applaud  the  Aaministration  in  pursuing  passage  of  NAFTA  this  year.  Approval 
of  NAFTA,  and  having  it  operative  next  year  opens  the  door  to  further  gains  in 
world  trade  negotiations  for  a  new  GATT.  Defeat  of  NAFTA  could  place  unnecessary 
roadblocks  to  completing  the  Uruguay  Round.  This  should  not  happen.  I  look  for- 
ward to  NAFTA  passing  the  Congress  this  year  and  working  with  tne  Administra- 
tion to  pursue  even  more  trade  opportunities  for  the  United  States  under  a  new 
GATT  Agreement. 

The  Chairman.  Well,  on  behalf  of  this  Senator,  I  would  hope  he 
would  go  to  South  Carolina  where  they  have  already  lost  their  jobs 
to  Mexico.  We  would  be  glad  to  go  down  the  list  of  why.  Go  to 
South  Carolina  where  not  just  union,  but  those  who  have  never 
been  in  a  union  have  lost  their  jobs.  And  if  it  were  a  decent  agree- 
ment, it  would  not  cost  him  political  capital.  He  would  not  have  to 
put  political  capital  on  the  line  if  he  merelv  announced  a  good 
agreement,  and  we  would  all  be  for  it.  With  that  in  mind,  we  wel- 
come Ambassador  Kantor. 

OPENING  STATEMENT  OF  SENATOR  BURNS 

Senator  Burns.  Mr.  Chairman,  may  I  put  my  statement  in? 

The  Chairman.  You  may. 

Senator  Burns.  Thank  you  very  much. 

[The  prepared  statement  of  Senator  Burns  follows:] 

Prepared  Statement  of  Senator  Burns 

Mr.  Chairman,  thank  you  for  holding  this  hearing.  I  would  like  to  welcome  Am- 
bassador Kantor  and  Counselor  Wirth,  whom  we  all  know  well.  The  North  American 
Free  Trade  Agreement  is  so  complex  and  just  plain  huge  that  I'm  glad  we're  getting 
the  chance  to  explore  various  issues  and  aspects  of  it.  The  decision  for  me,  as  for 
many  of  my  colleagues,  will  be  tough.  I  want  to  make  absolutely  sure  what  the  most 
likely  impact  NAFTA  will  be  on  the  nation  and  my  home  state  of  Montana  before 
make  a  final  determination  one  way  or  the  other.  So  this  gives  me  and  my  col- 
leagues another  chance  to  bounce  our  concerns  off  of  the  distinguished  Trade  Rep 
Mickey  Kantor  and  others  from  the  administration. 

Mr.  Chairman,  rumor  has  it  that  NAFTA  has  hit  a  few  snags  recently.  First,  it 
has  come  to  people's  attention  that  the  administration  is  planning  on  filling 
NAFTA's  estimated  $2.3  billion  five-year  shortfall  by  double  cross-border  and  cus- 
toms fees.  This  would  also  produce  $90  million  necessary  for  the  administration's 
new  worker  retraining/dislocation  entitlement  program.  It  seems  that  the  adminis- 
tration has  rejected  the  idea  of  ofi'setting  cuts  to  cover  the  shortfall.  Like  my  fellow 
Republicans  in  the  House,  feel  that  this  is  a  terrible  idea.  It  shifts  a  cost  now  borne 
by  those  who  import  goods  to  the  U.S.  onto  those  who  export  goods.  How  is  that 
leveling  the  playing  field  of  North  American  trade?  That's  not  making  things  fair; 
it's  just  plain  dumb. 

Second,  the  Canadian  Liberals  and  New  Democratic  parties  have  stated  their  in- 
tention to  renegotiate  or  abandon  NAFTA  if  elected,  respectively.  Kim  Campbell's 
Conservative  Party  in  Canada  is  running  a  distant  second  to  Liberals.  Liberals,  who 
will  likely  form  a  coalition  with  the  third  party  New  Democrats,  have  opposed 
NAFTA  based  on  the  U.S. -Canada  Free  Trade  Agreement's  (CFTA)  negative  impact 
on  Canada,  and  want  to  renegotiate  with  the  U.S.  to  solve  the  CFTA  problems.  Spe- 
cifically,  Liberals  want  the  explicit  definition  of  an  acceptable  subsidy.  The  New 


Democrats  6ppose  NAFTA  altogether.  The  election  will  be  held  on  October  25,  1993. 
My  problems  can  be  addressed  in  the  renegotiation  with  Canada,  as  well. 

Another  point — the  Ontario  provincial  government's  premier.  Bob  Rae,  says  that 
his  government  is  planning  to  challenge  NAFTA  in  the  courts  for  violating  the  con- 
stitutional division  of  powers  between  the  provinces  and  the  weak  central  govern- 
ment. So  NAFTA  in  under  fire  from  every  comer  in  the  Canadian  government  and 
society. 

Also,  as  I  have  mentioned  in  the  past,  my  primary  concerns  about  agricultural 
issues  lie  to  the  North,  not  to  the  South.  People  often  ignore  that  third  leg  of  this 
Agreement,  and  I  want  to  see  more  attention  given  to  it.  The  past  has  shown  what 
problems  can  arise  when  a  free  trade  agreement  is  enacted  without  enough  regard 
for  our  vital  agriculture  sector.  The  Canada  Free  Trade  Agreement  caused  serious 
problems  in  the  durum  wheat,  pork,  and  spring  wheat  industries,  and  the  dispute 
resolution  process  just  didn't  come  through  for  us,  in  my  opinion.  It's  easy  to  predict 
the  future  if  you  look  at  the  past  enough,  and  this  past  tells  me  that  unless  we  take 
some  further  steps,  NAFTA  may  sf)ell  trouble  for  our  farmers. 

That  is  why  I  nave  strongly  encouraged  the  negotiation  of  the  often  ignored  "third 
side  agreement,  which  would  set  up  a  more  safe  and  level  field,  so  to  speak,  for  all 
three  nations'  farmers.  Instead  of  a  strong  import  surge  agreement,  the  administra- 
tion came  out  with  an  "understanding"  with  little  more  than  symbolic  value.  NAFTA 
itself  seems  to  me  to  be  a  poor  take  on  a  good  idea.  I  don't  think  this  final  package 
takes  seriously  the  problems  that  can  result  from  trade  agreements. 

Our  nation's  sugar  beet  industry,  for  example,  which  is  very,  very  important  to 
Montana's  economy,  is  deeply  threatened  by  the  lack  of  protection  against  an  unfair 
import  surge  from  Mexico's  sugar  producers,  have  participated  in  moves  to  directly 
address  concerns  about  surges  of  sugar  products  by  changing  definitions  within 
NAFTA  itself  with  the  permission  of  the  Mexicans.  While  the  Mexican  government 
has  assured  us  in  Congress  that  there  is  no  plan  to  tap  the  potential  sugar  market 
in  the  U.S.,  the  attempt  to  address  the  concern  has  not  been  undertaken  yet. 

While  the  import  surge  agreement  is  far  too  weak,  believe  that  the  side  agree- 
ments for  environmental  enforcement  and  labor  protection  is  over-strong.  We  nave 
focussed  plenty  hard  on  those  issues  and  we  need  to  turn  back  to  our  farmers.  The 
weak  provisions  addressing  the  real  problems  which  our  farmers  have  already  had 
must  be  fixed.  If  we  see  good  progress  in  fixing  these  problems,  both  directly  or  with 
a  strong  dispute  resolution  and  import  surge  side  agreement,  will  be  much  more 
comfortable  supporting  north  American  free  trade. 

The  Chairman.  Ambassador  Kantor. 

STATEMENT  OF  HON.  MICHAEL  KANTOR,  UNITED  STATES 
TRADE  REPRESENTATIVE 

Ambassador  Kantor.  Thanks  very  much,  Mr.  Chairman.  With 
the  permission  of  the  committee,  I  would  hke  to  put  my  full  state- 
ment in  the  record. 

The  Chairman.  It  will  be  included  in  its  entirety  and  you  can 
highlight  it  as  you  wish. 

Ambassador  Kantor.  Thank  you  veiy  much.  And  given  the 
shortness  of  time,  I  will  try  to  be  very  brief  and  allow  for  as  many 
questions  from  the  Chair  and  the  committee  as  possible,  because 
I  know  that  all  of  you  will  have  questions  and  I  want  to  be  as  re- 
sponsive, along  with  Senator  Wirth,  as  possible  here. 

Let  me  just  say,  Senator  Pressler,  the  President  is  fully  commit- 
ted intellectually,  politically,  and  philosophically  to  this  agreement. 
He  took  an  enormous  chance  during  the  election  of  1992  to  support 
this  agreement  when  it  would  have  been  far  easier  politically,  as 
you  know,  to  come  out  against  it  because  it  was  an  agreement  ne- 
gotiated by  the  prior  administration.  He  did  not  do  that  because  he 
thought  that  would  irresponsible. 

Yesterday  he  had  a  major  products  fair.  He  has  met  with,  of 
course,  three  ex-Presidents  of  the  United  States.  All  five  ex-Presi- 
dents support  this  agreement.  He  plans  not  only  to  do  what  you  are 
talking  about,  but  to  do  more  than  that  in  the  next  3V2  weeks. 


Senator  Pressler.  I  was  present  yesterday  at  the  job  fair.  But 
the  point  is  I  have  not  seen  him  really  get  out  in  the  country  with 
a  meeting — in  South  Carolina  where  he  is  surrounded  with  300 
people — and  the  White  House  can  pick  the  300  people — who  are  op- 
posed to  it,  to  explain  how  their  jobs  will  not  be  lost. 

And  so  I  am  for  it.  I  am  using  up  political  capital. 

Ambassador  Kantor.  I  understand. 

Senator  Pressler.  They  beat  up  on  me  when  I  go  out  and  sur- 
round me  in  my  meetings,  so  I  would  like  to  see  the  President  do 
that. 

Ambassador  Kantor.  I  think  his  appearance  in  San  Francisco  at 
the  National  Convention  of  the  AFL-CIO  and  going  directly  at  the 
issue  of  NAFTA  was  at  least  one  indication  of  what  you  are  talking 
about. 

Senator  Pressler.  Well,  I  thought  he  soft-pedaled  it  there.  But 
in  addition,  he  should  have  a  meeting  with  the  environmentalists, 
the  extreme  environmentalists  who  are  opposing  this.  San  Fran- 
cisco might  be  a  good  place  to  have  that  meeting.  Gret  all  of  the  Si- 
erra Club  guys  around  him  and  spend  a  couple  of  hours  and  put 
it  on  national  TV.  Let  them  state  their  case.  His  answers.  That  is 
what  we  need. 

Now,  the  ex-Presidents  are  all  viewed  as  sort  of  antilabor  by 
labor.  We  have  got  to  go  to  the  grassroots  of  labor  and  the  environ- 
mental group.  And  the  President  has  to  use  up  some  political  cap- 
ital. 

Ambassador  Kantor.  I  am  not  sure  President  Carter  is  viewed 
as  antilabor  but  that  is  another  question. 

Senator  Pressler.  Well,  by  some. 

Ambassador  Kantor.  Mr.  Chairman,  thank  you  for  this  oppor- 
tunity today.  I  think  the  question  we  must  ask  ourselves  today,  in 
summarizing  this  testimony,  is  are  we  substantially  better  off  with 
the  NAFTA  than  without.  No  trade  agreement  is  perfect  nor  is  any- 
one going  to  say  that  it  is.  It  will  not  solve  every  economic  problem 
this  country  faces,  nor  will  it  even  solve  every  problem  we  have 
with  Mexico,  but  it  is  significantly  better  and  substantially  better 
than  the  situation  today.  Rejecting  the  NAFTA  and  the  supple- 
mental agreements  will  not  solve  the  problems  that  trouble  us 
today. 

Against  a  background  of  intense  debate,  hyperbole,  misinforma- 
tion, frankly,  and  misleading  information,  much  of  which  regret- 
fully comes  from  the  opponents  of  this  agreement,  I  think  there  is 
something  that  needs  to  be  clarified  and  made  abundantly  obvious 
to  everyone.  We  have  free  trade  today  with  Mexico.  The  only  prob- 
lem is  it  only  goes  one  way.  It  goes  from  Mexico  to  the  United 
States. 

There  are  significant  barriers  that  have  been  erected  by  Mexico 
and  have  been  maintained,  as  this  panel  knows,  for  years,  which 
have  impeded  the  export  of  our  products  and  thus  the  growth  of 
our  jobs,  and  thus  the  support  of  our  workers. 

For  instance,  high  tariffs,  2^2  times  U.S.  tariffs,  are  maintained 
by  Mexico.  Under  this  agreement,  50  percent  of  all  tariffs  in  Mexico 
go  to  zero  immediately,  after  5  years  two-thirds,  after  10  years 
most,  and  after  15  years  all. 


Second,  unfair  rules  or  nontariff  barriers  such  as  the  Mexican 
auto  decree,  have  forced  U.S.  companies,  because  of  performance 
standards,  production  standards,  and  trade  balancing,  to  move  to 
Mexico. 

Third,  a  maquiladora  program  adopted  in  the  middle  sixties 
when  this  country  was  the  preeminent  economic  power  in  the 
world,  and  we  could  afford  to  open  our  borders  and  not  expect  re- 
ciprocal action  on  the  part  of  our  trading  partners,  has  given  trade 
preferences  to  U.S.  companies  to  move  to  Mexico,  take  our  jobs,  im- 
port component  parts  into  Mexico  for  free,  and  send  them  back  to 
the  United  States  virtually  tariff  free,  and  forbids  them,  Mr.  Chair- 
man, as  you  know  so  well,  to  sell  those  products  in  Mexico.  I  can- 
not think  of  a  greater  formula  for  failure  economically  than  to  draw 
jobs  to  Mexico,  induce  products  to  come  back  into  the  United 
States,  and  prohibit  people  from  selling  them  into  the  interior  of 
Mexico. 

So,  you  have  high  tariffs,  unfair  rules,  and  a  maquiladora  pro- 
gram. Is  it  any  wonder  that  1,000  of  the  2,000  companies  operating 
in  the  maquiladora  region  are  U.S. -owned  or  substantially  U.S.- 
owned,  employing  about  225,000  workers?  None  of  us  should  be 
surprised  by  that  result. 

In  addition  to  that,  for  years  the  Mexican  Government  has  had 
on  the  books  strong  environmental  and  labor  laws — section  103  of 
their  constitution  which  covers  labor,  frankly,  Mr.  Chairman,  is 
somewhat  stronger  that  our  labor  laws — that  have  not  been  en- 
forced. That  has  given  companies  operating  in  Mexico — I  call  this 
insult  added  to  injury — a  competitive  advantage  over  our  compa- 
nies operating  in  the  United  States. 

With  the  labor  and  environmental  side  agreements,  with  our 
ability  to  open  up  their  courts  and  administrative  processes  in 
Mexico  to  enforce  their  laws,  which  we  have  done  in  these  agree- 
ments, we  believe  in  the  administration  that  we  will  knock  down 
these  barriers  and  start  exporting  goods  south  instead  of  jobs. 

Let  me  indicate,  Mr.  Chairman,  this  is  not  theoretical.  There  are 
studies  all  over  the  place.  They  would  give  us  all  a  headache  if  we 
read  them  all.  There  are  24  different  studies  of  this  agreement.  It 
is  the  most  studied  trade  agreement  in  American  history — 23  of  the 
24  show  not  only  a  net  job  gain,  but  substantial  economic  impact 
in  a  positive  nature  to  this  country. 

I  would  rather  talk  about  the  real  world.  Yesterday  on  the  White 
House  lawn,  which  I  was  just  having  a  dialog  with  Senator  Pres- 
sler  about,  I  talked  to  nine  different  companies  who  send  every- 
thing from  x-ray  machines  to  specialty  steel  into  Mexico  today.  And 
I  asked  them  three  very  simple  questions,  and  I  got  not  so  surpris- 
ing answers. 

One,  if  tariff  barriers  come  down  eventually  to  zero,  and  in  most 
cases  they  come  down  immediately  to  zero  in  these  industries,  will 
you  do  better  in  Mexico?  The  answer  was,  "Of  course."  I  said  as 
barriers  have  come  down  in  the  last  5  years  between  Mexico  and 
the  United  States  because  of  the  liberalization  by  President  Sali- 
nas, have  you  been  helped?  They  said  "Absolutely,  absolutely.  We 
have  increased  our  exports  to  Mexico  manifold  and  it  has  meant 
jobs  for  Americans." 


And  I  said,  No.  3,  who  is  your  biggest  competitor  in  Mexico?  Nine 
for  nine,  more  hits  almost  than  in  yesterday's  World  Series  game, 
Japan  is  their  biggest  competitor.  And  I  said  then  what  is  the  re- 
sult of  our  tariffs  going  to  zero?  The  Japanese  have  to  fight  the  tar- 
iffs that  Mexico  will  continue,  of  course,  against  the  rest  of  the 
world?  What  will  that  mean?  They  said  "We  will  increase  our  ex- 
ports geometrically,  we  will  increase  our  jobs  in  the  United  States, 
we  win  have  a  preference  against  the  Japanese  and  it  will  help  our 
trade  balance."  I  said,  "Well,  that  is  interesting  to  hear.  You  are 
living  in  the  real  world." 

There  is  other  real  world  evidence  that  this  works.  In  the  last 
5  years  as  those  trade  barriers  have  come  down,  only  slightly,  what 
has  happened?  Our  exports  to  Mexico  have  gone  from  $12  to  $40.6 
billion.  Mexico  has  become  our  third  largest  trading  partner,  our 
second  largest  purchaser  of  manufacturing  goods,  our  third  largest 
purchaser  of  agricultural  goods,  as  Senator  Burns  knows  so  well. 

Second,  we  have  grown  440,000  jobs  in  this  country  in  just  5 
years,  as  a  result  of  increased  trade  with  Mexico.  Mr.  Chairman, 
we  have  turned  a  $5.7  billion  deficit,  during  that  5  years  with  Mex- 
ico, in  trade,  to  a  $5.4  billion  trade  surplus. 

So,  while  we  are  tr3dng  to  engage  the  Japanese  on  a  realistic 
basis,  in  this  administration,  to  open  their  markets,  to  do  some- 
thing about  that  trade  deficit  which  is  hurting  us  so  badly,  to  deal 
with  the  Chinese  who  have  a  $20  billion  trade  surplus  with  this 
country,  and  we  need  to  address  that  seriously  in  an  effective  man- 
ner, as  well  as  the  Taiwanese,  we  are  winning  with  Mexico  because 
they  are  already  doing  what  they  are  going  to  do  more  of  in  the 
NAFTA.  That  is  getting  rid  of,  to  some  degree  now,  these  unfair 
tariff  and  tariff  barriers.  With  NAFTA  they  all  come  down. 

Mr.  Chairman  and  members  of  the  committee,  I  will  not  take  any 
more  time  with  this  opening  statement.  But  we  believe,  in  this  ad- 
ministration, that  this  makes  us  substantially  better  off  as  a  coun- 
try and  will  grow  jobs.  We  cannot  continue  to  have  a  situation  with 
Mexico  where  these  unfair  rules  and  barriers  exist,  when,  by  prox- 
imity and  proclivity,  the  Mexicans  have  become  our  third  largest 
trading  partner.  It  is  an  important  market  for  us. 

Let  me  give  you  one  example  and  I  will  end  on  this.  The  Canadi- 
ans are  our  largest  trading  partner  in  the  world.  There  are  only  27 
million  people  in  Canada.  The  reason  is  we  have  a  free  trade  agree- 
ment, we  have  open  borders,  and  because  of  the  close  physical 
proximity.  Sometimes,  like  in  durum  wheat,  Senator,  it  causes 
some  problems.  Most  of  the  time  we  are  a  winner  as  a  result. 

With  Mexico  we  have  a  2,000-mile  border.  And  shame  on  us,  as 
a  country,  if  we  do  not  open  up  Mexico  and  eventually  Central  and 
South  America  and  build  the  world's  largest  free-trade  market  so 
we  are  more  competitive,  more  productive,  we  grow  jobs,  and  we 
can  compete  better  against  the  Japanese  and  the  European  Com- 
munity. 

I  thank  the  committee  for  your  time. 

[The  prepared  statement  of  Ambassador  Kan  tor  follows:] 

Prepared  Statement  of  Ambassador  Michael  Kantor 

Mr.  Chairman,  members  of  the  Committee,  I  am  pleased  to  appear  before  you 
today  to  set  forth  the  CHnton  Administration's  case  for  the  Nortn  American  Free 
Trade  Agreement  (NAFTA),  with  the  recently  negotiated  supplemental  agreements. 
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This  fall,  members  of  the  administration  have  appeared  before  Committees  in  the 
Mouse  and  the  Senate  and  over  the  next  few  weeks,  we  will  be  participating  in 
other  hearings  focusing  on  the  NAFTA.  We  appreciate  these  opportunities  to  present 
the  Administration's  case  on  why  the  approval  of  NAFTA  is  central  to  our  national 
interests. 

The  question  we  must  ask  ourselves  as  we  consider  the  NAFTA  is  whether  the 
United  States  will  be  significantly  better  off  with  the  NAFTA  and  its  side  agree- 
ments than  by  rejecting  them.  We  believe  that  the  answer  to  that  question  is  a  clear 
and  resounding  yes. 

The  case  for  NAFTA  comes  down  to  two  compelling  points:  NAFTA  will  increase 
economic  growth  and  jobs  in  the  United  States,  and  NAFTA  will  help  us  resolve 
problems  that  trouble  Americans  in  our  current  relationship  with  Mexico.  Promi- 
nent among  those  problems  are  issues  related  to  environmental  protection  and  our 
citizens'  health  ana  safety  that  I  know  are  of  particular  interest  to  this  committee. 

There  is  a  related  point  that  is  missed  too  often  by  the  opponents  of  this  agree- 
ment: rejecting  the  NAFTA  and  the  supplemental  agreements  will  not  solve  the 
problems  that  trouble  us.  The  NAFTA  will  help  us  solve  these  problems  in  a  way 
that  benefits  our  country  and  our  continent. 

NAFTA  AND  OUR  TRADING  GOALS 

Against  a  background  of  intense  debate,  a  mountain  of  misinformation,  and  con- 
siderable hyperbole,  it  is  important  to  remember  that  what  NAFTA  really  does  is 
some  very  simple  things  which  Americans  have  long  sought  in  our  trading  relation- 
ships. The  NAFTA  levels  a  playing  field  that  is  now  tilted  against  us.  Over  time 
it  will  eliminate  tariffs  and  non-tariff  barriers  among  the  United  States,  Mexico  and 
Canada.  Mexico  and  Canada  will  give  our  products  preferential  treatment  compared 
to  our  competitors  in  Europe  and  in  Asia  and  end  the  failed  maquiladora  programs. 
In  addition  NAFTA  and  its  side  agreements  will  address  long-neglected  environ- 
mental and  labor  issues. 

The  NAFTA  creates  the  world's  largest  market:  370  million  people  and  $6.5  tril- 
lion of  production.  That  makes  us  stronger  here  at  home,  and  better  able  to  compete 
with  Europe  and  Asia. 

At  the  same  time,  NAFTA  has  strong  rules  to  stop  unfair  treatment  of  American 
products  and  American  investors.  It  requires  Mexico  to  change  laws  that  have  forced 
our  companies  to  move  production  to  Mexico  in  order  to  sell  their  products  in  Mex- 
ico. It  requires  protection  from  piracy  of  our  films,  our  books  and  our  technology. 
The  supplemental  agreements  will  require  stronger  enforcement  of  laws  protecting 
labor  and  the  environment,  and  will  help  us  work  together  with  Canada  and  Mexico 
to  improve  deficient  laws. 

NAFTA  AND  THE  ADMINISTRATION'S  ECONOMIC  STRATEGY 

The  NAFTA  package  is  a  vital  element  of  the  President's  overall  economic  strat- 
egy- 
President  Clinton  and  this  Administration  are  committed  to  building  the  strong- 
est, most  competitive  economy  in  the  world.  By  doing  so,  we  will  expand  job  oppor- 
tunities for  United  States  workers  and  for  their  children  who  will  be  entering  the 
work  force. 

We  are  finally  facing  the  fact  that  our  economy,  as  well  as  the  global  economy, 
is  changing.  Technology  has  revolutionized  the  world.  Our  economy  is  no  longer  self- 
contained,  and  the  U.S.  economy  no  longer  dominates  the  world's  economy.  We  com- 
pete in  a  global  economy,  where  capital  and  technology  are  mobile.  These  trends  are 
here  to  stay.  The  question  is  not  whether  we  adapt  to  them,  but  how. 

Our  economic  strategy — health  care  reform,  reducing  the  deficit,  increasing  public 
and  private  investment,  reinventing  government,  welfare  reform,  changes  in  edu- 
cation, worker  training,  investing  in  technology — all  work  in  pursuit  of  the  same  ob- 
jective: to  build  a  more  secure  productive  and  competitive  economy. 

Our  trade  policy,  including  NAFTA,  is  an  essential  part  of  that  strategy.  The  com- 
panies, farmers  and  workers  of  the  United  States  are  world-class  competitors.  We 
lead  the  world  in  everything  from  airplanes  and  computers,  to  wheat  and  soybeans. 
We  have  regained  our  position  as  the  world's  leading  exporter.  Last  year  U.S.  trade 
in  goods  and  services  exceeded  one  trillion  dollars. 

Opening  up  new  markets  is  the  key  to  new  job  creation  and  economic  growth. 
NAFTA  presents  an  opportunity  to  compete  and  win  in  a  vast  new  market:  90  mil- 
lion people  in  Mexico,  in  a  fast  growine  area,  hungry  for  U.S.  goods.  It  is  also  a 
step  to  an  even  larger  market — 400  million  people  throughout  Central  and  South 
America  and  the  Caribbean. 
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The  United  States  seeks  to  open  markets  everywhere.  We  seek  to  trade  and  to 
compete  worldwide.  We  have  nearly  $200  billion  each  year  in  two-way  trade  with 
the  countries  of  the  European  Community;  through  APEC,  we  seek  expanded  trade 
with  the  rapidly  growing  nations  of  Asia.  Japan  is  a  major  market  for  U.S.  products, 
despite  the  major  and  persistent  barriers  that  we  are  committed  to  breaking  down. 
Completing  the  Uruguay  Round — taking  down  tariff  and  non-tariff  barriers  world- 
wide, and  writing  new  rules  for  the  international  trading  system — remains  a  top 
priority  for  us. 

But  it  is  no  accident  that  Canada  is  our  number  one  trading  partner,  despite  hav- 
ing a  population  of  only  27  million,  and  Mexico  has  become  our  third  leading  trading 
partner,  despite  its  historic  policy  of  maintaining  a  closed  economy.  Shared  borders 
and  geographical  proximity  do  matter,  even  in  this  globalized  economy. 

And  we  have  a  natural  advantage,  and  a  great  opportunity,  to  expand  trade  and 
investment  with  Mexico,  and  then  with  the  rest  of  Central  and  Latin  America  and 
the  Caribbean.  Many  of  those  countries  have  chosen,  in  recent  years,  to  cast  off  the 
controls  on  their  economies  and  the  shackles  on  their  political  systems.  They  took 
these  steps  at  the  urging  of  the  United  States. 

Tariffs  have  fallen  and  non-tarifT  barriers  have  been  reduced.  Since  1989,  U.S.  ex- 
ports to  Latin  America  and  the  Caribbean  increased  over  50  percent  and  are  grow- 
ing at  over  twice  the  rate  of  U.S.  exports  to  the  rest  of  the  world,  making  this  region 
our  second  fastest  growing  market.  They  have  become  a  growing  market  for  U.S. 
products;  43  percent  of  Latin  American  imports  come  from  the  United  States. 

Chile,  Venezuela,  Argentina  and  many  other  nations  are  intently  following  the 
NAFTA  debate.  The  possibility  of  NAFTA  accession  provides  an  incentive  for  further 
trade  and  investment  liberalization  in  the  region.  The  decision  to  reject  NAFTA 
would  have  profound  negative  economic  and  political  consequences  throughout  the 
hemisphere  and  for  the  prospects  for  the  expansion  of  trade  in  the  global  trading 
system. 

The  NAFTA  is  an  instrument  for  helping  the  United  States,  Mexico  and  Canada 
cooperate  in  meeting  Asian  and  European  competition.  It  will  help  us  produce  more 
globally  competitive  products. 

In  the  new  global  economy,  there  are  challenges  and  risks,  as  well  as  great  oppor- 
tunities. I  am  confident  that  American  workers  are  up  to  the  challenge  of  compet- 
ing— and  will  reap  the  benefits.  One  reason  I  am  so  confident  is  that  we  are  not 
going  into  NAFTA  blindly.  We  do  not  have  to  speculate  about  the  results  from  this 
change;  we  have  gone  through  a  six  year  trial  run. 

JOB  GROWTH  AND  TRADE  WITH  MEXICO 

Mexico,  recognizing  that  its  economic  policies  had  been  disastrous,  has  begun  to 
lower  trade  and  investment  barriers.  The  results  have  been  dramatic  for  the  United 
States: 

•  From  1987  to  1992,  we  transformed  a  $5.7  billion  trade  deficit  with  Mexico  into 
a  $5.4  billion  trade  surplus. 

•  U.S.  exports  to  Mexico  increased  from  $12.4  billion  in  1986  to  $40.6  billion  in 
1992,  with  increases  coming  across  the  board  from  computers  to  agriculture. 

•  Mexico  has  become  our  third  leading  export  market,  and  our  second  leading 
market  for  manufactured  exports  ($34.5  billion)  and  our  third  largest  market  for  ag- 
ricultural products  ($3.  billion) 

•  84  percent  of  this  growth  in  exports  has  been  exports  for  Mexican  consumption. 

•  400,000  U.S.  jobs  related  to  exports  to  Mexico  were  created. 

•  70  percent  of  all  dollars  spent  by  Mexicans  on  imports  are  spent  on  U.S.  prod- 
ucts. 

The  success  of  the  past  seven  years  has  occurred  even  though  Mexican  trade  bar- 
riers remain  far  higher  than  ours.  Bringing  down  the  remaining  barriers,  which  is 
what  NAFTA  does,  ensures  continued  growth  of  U.S.  exports  to  Mexico,  which  have 
been  such  a  bright  spot  in  our  economic  picture  for  the  past  seven  years. 

Virtually  every  responsible  study  that  has  looked  at  the  labor  issue  concludes  that 
NAFTA  will  produce  a  net  gain  in  jobs  or  an  increase  in  real  wages  in  the  United 
States.  The  Administration  believes  that  with  NAFTA,  an  additional  200,000  jobs 
related  to  exports  will  be  created  in  the  U.S.  by  1995.  While  the  studies  acknowl- 
edge that  there  will  be  some  jobs  lost  in  certain  sectors,  overall,  job  gains  will  sig- 
nificantly exceed  job  losses.  Tne  studies  also  agree  that  the  jobs  lost  will  be  a  rel- 
atively small.  This  is  true  because  Mexico's  economy  is  only  one-twentieth  the  size 
of  ours,  and  our  tarifT  and  non-tariff  barriers  are  already  low.  Mexico's  productive 
assets,  capacity  and  infrastructure  are  far  below  levels  and  standards  in  the  United 
States  or  even  Canada. 
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NAFTA  AND  OUR  CURRENT  TRADE  PROBLEMS 

Ironically,  most  of  the  concerns  you  hear  in  America  about  NAFTA  are  in  reality 
problems  that  exist  right  now — problems  that  the  NAFTA  will  address.  For  exam- 
ple, in  the  trade  area,  despite  Mexico's  recent  liberalization  and  despite  the  enor- 
mous gains  we  have  enjoyed  in  our  bilateral  trade  in  recent  years,  the  playing  field 
is  still  tilted  against  us.  NAFTA  will  level  the  playing  field  for  U.S.  workers. 

For  one,  it  will  eliminate  Mexican  performance  requirements  and  other  unfair 
rules  in  the  auto  sector — requirements  that  imports  of  vehicles  into  Mexico  must  be 
off-set  two-to-one  by  exports  of  Mexican-made  cars.  It  will  eliminate  the  requirement 
for  Mexican  importers  to  secure  a  government  permit  each  time  they  want  to  buy 
U.S.  potatoes.  Mexico  has  the  right  under  the  GATT  to  raise  its  tariffs  up  to  50  per- 
cent. If  it  chooses  to  do  so,  U.S.  exports  would  not  be  afTected  because  of  the  protec- 
tions we  gain  under  NAFTA. 

Historically,  Mexico  has  been  a  closed,  state-controlled  economy.  To  shield  its  in- 
dustry and  agriculture  from  competition,  it  relied  on  tariffs  as  high  as  100  percent 
and  a  full  range  of  non-tarifT  barriers,  including  domestic  content  requirements,  re- 
strictions on  investment,  performance  requirements  to  keep  out  exports,  and  import 
licensing  requirements  wnich  allowed  the  central  government  to  dictate  the  levels 
of  Mexico's  agricultural  imports.  As  a  result,  protected  from  competition  from  im- 
ports, Mexican  producers  were  inefficient,  and  the  Mexican  economy  was  character- 
ized by  widespread  poverty.  Mexico's  protectionist  regime  did  not  serve  the  interests 
of  Mexico's  people. 

Perhaps  the  closed  Mexican  economy  reflected  the  historical  Mexican  mistrust  of, 
and  antagonism  toward,  the  United  States.  For  whatever  reason,  Mexico  remained 
largely  closed  to  U.S.  business  until  U.S.  and  Mexican  law  combined  to  produce  the 
maquiladora  program.  But  this  program  hardly  resulted  in  an  open  Mexican  mar- 
ket. 

The  maquiladora  program  created  trade  preferences  and  incentives  for  companies 
to  locate  assembly  plants  in  Mexico  to  produce  for  the  U.S.  market.  It  gave  products 
assembled  in  Mexico  these  preferences  while  at  the  same  time  maintaining  all  of 
Mexico's  trade  and  investment  barriers.  The  program  thus  created  an  artificial  "ex- 
port platform"  in  Mexico,  with  products  assembled  in  maquiladora  plants  being  re- 
quired to  be  exported  to  the  U.S.  By  1992,  there  were  over  2,000  maquiladora  fac- 
tories operating  in  Mexico,  the  overwhelming  number  of  which  were  established  by 
U.S.  and  Mexican  corporations,  employing  more  than  400,000  Mexican  workers. 

In  addition,  Mexico's  high  import  barriers  and  Mexican  rules  requiring  firms  sell- 
ing in  the  Mexican  market  to  open  factories  in  Mexico  have  made  it  difficult  if  not 
impossible  for  many  of  our  companies  to  sell  products  made  in  the  U.S.  in  Mexico. 
Non-tariff  barriers — licensing,  citizenship  requirements,  and  a  host  of  other  regula- 
tions were  especially  hard  on  small  businesses  in  the  U.S.,  which  do  not  have  the 
resources  to  navigate  through  the  bureaucratic  maze  in  Mexico. 

The  NAFTA  will  transform  the  situation  by  opening  Mexico's  market  and  elimi- 
nating the  distortions  created  by  the  maquiladora  program.  Under  NAFTA,  the 
maquiladora  program  is  effectively  eliminated,  along  with  import  protections,  and 
existing  factories  will  be  permitted  to  sell  in  the  Mexican  market  without  restric- 
tion. 

Much  of  the  opposition  to  NAFTA  reflects  justifiable  concern  about  the  policies  of 
the  past  that  have  disadvantaged  U.S.  workers.  Despite  Mexican  progress  in  volun- 
tarily opening  markets,  Mexican  tariffs  remain,  on  the  average,  2.5  times  higher 
than  ours.  By  contrast,  over  50  percent  of  our  imports  from  Mexico  already  enter 
duty-free.  Our  average  tariff  on  imports  is  only  4  percent. 

Mexico  currently  has  no  obligation  to  continue  recent  market-opening  moves  on 
which  thousands  of  U.S.  jobs  already  depend.  NAFTA  locks  in  current  access  and 
expands  on  it. 

NAFTA  will  require  relatively  few  changes  on  our  part — while  requiring  Mexico 
to  sweep  away  decades  of  protectionism  and  overregulation.  NAFTA  will  eliminate 
especially  burdensome  tarifTs  and  non-tariff  barriers  in  a  number  of  key  sectors 
where  the  U.S.  is  competitive  vis-a-vis  Mexico,  such  as  autos  and  agriculture. 

NAFTA  lets  U.S.  workers  compete  on  a  level  playing  field  with  fair  rules.  And 
we  are  confident,  in  those  circumstances,  U.S.  workers  will  succeed. 

NAFTA  will  give  U.S.  exporters  a  significant  preference  in  the  rapidly  expanding 
Mexican  market  over  Japanese,  European,  and  other  foreign  suppliers.  As  I  have 
already  noted,  Mexico's  tariffs  average  10  percent.  Countries  other  than  the  United 
States  (and  Canada)  will  continue  to  face  Mexican  duties.  In  addition,  Mexico's  cur- 
rent import  licensing  requirements  on  agricultural  imports  will  disappear  for  the 
United  States  (and  for  Canada,  for  most  products)  when  the  NAFTA  goes  into  effect. 
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However,  a  license  may  still  be  required  to  bring  in  covered  products  from  all  other 
countries. 

MAJOR  FEATURES  OF  NAFTA 

Reduction  of  Mexican  Tariffs:  Under  NAFTA,  half  of  all  U.S.  exports  to  Mexico 
become  eligible  or  zero  Mexican  tariffs  when  NAFTA  takes  effect  on  January  1, 
1994.  Those  exports  which  will  be  tarifT-free  include  some  of  our  most  competitive 
products,  such  as  semiconductors  and  computers,  machine  tools,  aerospace  equip- 
ment, telecommunications  equipment,  electronic  equipment,  and  medical  devices. 
Within  the  first  five  years  after  NAFTA's  implementation,  two-thirds  of  U.S.  indus- 
trial exports  will  enter  Mexico  duty-free.  That  makes  U.S.  products  more  competi- 
tive than  those  of  our  rivals. 

Removing  Mexican  non-tariff  barriers.  NAFTA  reduces  or  eliminates  numerous 
Mexican  non-tariff  barriers  which  today  require  U.S.  companies  to  invest  in  Mexico 
or  manufacture  in  Mexico  in  order  to  supply  the  Mexican  market.  For  example, 
NAFTA  will  eliminate  the  requirements  that  force  U.S.  companies  to  purchase 
Mexican  goods  instead  of  U.S. -made  equipment  and  components.  Moreover,  NAFTA 
abolishes  the  requirements  that  force  our  companies  to  export  their  production,  usu- 
ally to  the  United  States,  insteadof  selling  directly  into  the  Mexican  market.  Re- 
quirements that  make  U.S.  companies  produce  in  Mexico  in  order  to  sell  there  will 
also  be  phased  out. 

In  addition,  NAFTA  includes  important  benefits  for  other  key  U.S.  sectors: 

Opening  up  Trade  in  Services.  NAFTA  will  open  new  markets  for  the  delivery  of 
U.S.  services  to  Mexico  and  Canada,  where  service  companies  are  already  large  and 
growing.  NAFTA  will  allow  U.S.  service  firms  to  provide  their  services  directly  from 
the  United  States  on  a  non-discriminatory  basis,  with  any  exceptions  clearly  spelled 
out.  Furthermore,  U.S.  service  companies  will  benefit  from  the  right  to  establish, 
if  they  so  choose,  in  Mexico  or  Canada.  NAFTA  opens  the  Mexican  market  to  U.S. 
bus  and  trucking  firms,  financial  service  providers,  and  insurance  and  enhanced 
telecommunications  companies,  among  others. 

Protecting  U.S.  coyrights,  patents  and  trademarks.  NAFTA  will  ensure  a  high 
level  of  protection  under  Mexican  law  for  U.S.  owners  of  patents,  copyrights,  trade- 
marks, trade  secrets,  and  integrated  circuit  designs,  including  strong  safeguards  for 
computer  programs,  pharmaceutical  inventions  and  sound  recordings.  NAFTA  obli- 
gates both  Mexico  and  Canada  to  enforce  intellectual  property  rights  against  in- 
fringement, both  internally  and  at  the  border.  By  enhancing  protection  of  U.S.  own- 
ers of  technology,  and  of  book,  film  and  recording  rights,  NAFTA  will  increase  trade 
and  diminish  losses  from  counterfeiting  and  piracy. 

U.S.  motion  pictures,  music  and  sound  recordings,  sofi,ware,  book  publishing  and 
other  creative  industries  lead  the  world,  and  are  crucial  to  the  high-wage  economy 
that  we  intend  to  build.  The  copyright  industries  are  one  of  the  largest  and  fastest 
growing  segments  of  the  U.S.  economy,  employing  5  percent  of  the  U.S.  work  force, 
with  exports,  valued  conservatively,  of  about  $34  billion  in  1990. 

The  Benefit  to  Small  Business.  I  have  noted  the  statements  of  several  sectors  cit- 
ing the  benefits  which  will  result  from  NAFTA;  that  sentiment  is  widely  held  in  the 
business  community,  by  businesses  large  and  small.  Indeed,  small  businesses  stand 
to  be  among  the  major  beneficiaries  of  NAFTA.  Small  businesses  are  often  less  able 
to  invest  the  time  and  resources  to  wrestle  with  the  tariff  and  licensing  require- 
ments which  presently  block  the  way  to  the  Mexican  market.  With  tariffs,  reduced 
or  eliminated,  and  non-tariff  barriers  coming  down,  U.S.  small  business,  which 
makes  up  a  growing  share  of  U.S.  exports,  will  be  able  to  sell  their  American-made 
products  into  the  Mexican  market. 

THE  ENVIRONMENT 

The  combination  of  the  provisions  of  the  NAFTA  and  the  NAFTA  side  agreement 
on  the  environment  constitute  truly  path-breaking  advances  in  the  area  of  trade  and 
the  environment.  Just  five  years  ago,  when  the  Congress  approved  the  U.S. -Canada 
Free  Trade  Agreement,  few  if  any  environmentalists  had  even  considered  trade  is- 
sues relevant — or  vice  versa.  In  the  NAFTA  and  the  side  agreements  of  the  NAFTA, 
you  now  see  not  only  heightened  sensitivity  to  the  need  to  safeguard  our  rights  to 
protect  our  own  environment,  health  and  safety,  but  provisions  aimed  at  seeing  that 
the  benefits  of  increased  trade  and  economic  growth  are  accompanied  by  provisions 
aimed  at  improving  standards  and  enforcement  of  laws  affording  these  protections. 

There  are  good  reasons  that  the  environmental  efforts  we  have  made  have  drawn 
the  strong  endorsement  of  six  preeminent  private  environmental  groups.  The 
NAFTA  and  the  side  agreements  achieve  a  numoer  of  historic  firsts,  including; 
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•  creation  of  the  first  ever  North  American  Commission  on  the  Environment, 
with  a  mandate  to  promote  cooperation  to  improve  environmental  protection  on  our 
continent; 

•  the  most  explicit  international  affirmation  ever  of  our  right  to  keep  out  im- 
ported products  that  fail  to  meet  the  standards  we  set  for  protection  of  our  health, 
safety  and  environment,  even  if  these  standards  differ  from  international  norms; 

•  protection  of  the  rights  of  our  state  and  local  governments  to  set  and  enforce 
higher  standards  than  federal  (or  international)  norms; 

•  provisions  favoring  upward  harmonization  of  standards  in  North  America, 
without  derogating  from  our  democratic  right  to  choose  our  own  standards; 

•  provisions  against  relaxation  of  environmental  health  or  safety  standards  in 
order  to  attract  or  retain  an  investment,  and  provisions  to  encourage  effective  en- 
forcement of  national  laws,  backed  by  sanctions  for  a  persistent  failure  to  effectively 
enforce  those  laws; 

•  explicit  recognition  of  the  precedence  over  the  NAFTA  of  certain  core  environ- 
mental agreements  containing  trade  sanctions; 

•  a  strengthened  commitment  to  cleaning  up  the  border  environment. 

These  provisions  and  others  will  help  us  improve  environmental  conditions  in 
North  America.  No  one  can  fail  to  be  disturbed  by  the  vivid  pictures  we  have  all 
seen  of  existing  environmental  problems  along  the  U.S. -Mexico  border.  These  prob- 
lems partly  stem  from  past  failures  to  adequately  check  against  industrial  pollution, 
but  also  from  the  lack  of  adequate  infrastructure  (water  treatment,  sewage  and  so 
forth)  for  the  growing  human  population.  The  maquiladora  program  aggravated 
these  problems  by  encouraging  industrial  development  at  the  border. 

Critics  of  the  NAFTA  try  to  point  to  these  existing  conditions  as  a  reason  to  reject 
the  NAFTA,  implying  that  NAFTA,  a  treaty  not  yet  in  force,  should  somehow  be 
blamed  for  all  bad  existing  conditions  at  the  border,  and  arguing  that  the  NAFTA 
will  increase  these  problems.  And  despite  the  explicit  language  of  the  NAFTA  and 
the  side  agreements,  the  most  extreme  critics  irresponsibly  try  to  frighten  people 
that  NAFTA  will  cause  us  to  weaken  environmental  protection  and  lower  our  stand- 
ards. 

We  should  not  accept  continuation  of  the  bad  conditions  at  the  border,  any  more 
than  we  should  accept  unsafe  products.  But  NAFTA  is  not  the  problem  with  regard 
to  these  concerns;  NAFTA  and  the  side  agreements  are  part  of  the  solution.  NAFTA 
will  eliminate  special  incentives  to  export  products  in  Mexico  to  the  United  States, 
thereby  reducing  the  incentive  to  locate  industries  at  the  crowded  border.  And 
NAFTA  and  the  side  agreements  will  help  promote  sustainable  development  with 
improved  environmental  protection  and  eniorcement. 

As  Kathryn  Fuller,  of  the  World  Wildlife  Fund  stated  on  September  15:  "Our  sup- 
port of  the  NAFTA  and  the  Agreement  on  Environmental  Cooperation  boils  down 
to  this:  ultimately,  the  environment  of  north  America  will  be  better  with  the  pas- 
sage of  NAFTA  than  without  it." 

NAFTA  and  the  side  agreements  contain  both  provisions  to  ensure  that  trade  lib- 
eralization does  not  come  at  the  expense  of  environmental  protection  and  provisions 
to  help  improve  environmental  protection. 

NAFTA  AND  OTANDARDS 

The  NAFTA  includes  agreements  on  standards-related  measures  and  on  sanitary 
and  phytosanitary  measures.  I  would  like  to  take  a  few  minutes  to  describe  those 
agreements  and  respond  to  frequently  asked  questions  about  them. 

Standards-related  measures  ("SRMs")  deal  with  voluntary  and  mandatory  product 
standards  and  the  procedures  used  to  determine  whether  a  particular  product  meets 
the  standard.  Sanitary  and  phytosanitary  measures  ("S&P")  generally  deal  with  pro- 
tecting human,  animal  and  plant  life  and  health  from  risks  of  plant-  and  animal- 
borne  pests  and  diseases,  and  additives  and  contaminants  in  foods  and  feedstuffs. 

The  NAFTA  explicitly  recognizes  that  countries  have  a  legitimate  need  for  product 
standards  and  for  regulations  to  protect  human,  animal  and  plant  life  and  health. 
The  NAFTA  provisions  are  designed  to  preserve  the  ability  of  governments  to  act 
in  this  area  while  guarding  against  the  unjustified  use  of  these  types  of  measures 
as  a  way  to  protect  domestic  industry.  In  each  case,  the  NAFTA  sets  up  require- 
ments and  procedures  that  will  help  to  distinguish  legitimate  measures  from  protec- 
tionist measures.  The  NAFTA  also  will  help  facilitate  making  these  measures  com- 
patible among  the  three  NAFTA  parties,  where  appropriate. 

The  NAFTA  explicitly  recognizes  the  ri^t  of  eacn  country  to  adopt  and  apply 
standards-related  measures,  such  as  truck  safety  measures.  The  NAFTA  asks  only 
that  these  measures  be  applied  nondiscriminatorily.  That  is,  the  U.S.  (jovemment 
will  subject  Mexican  service  providers  and  products  in  the  United  States  to  the 
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same  standards  it  applies  to  U.S.  service  providers  and  products  in  the  United 
States.  This  principle  applies  equally  to  licensing  drivers  and  labelling  ketchup  jars. 

To  be  sure,  disputes  may  arise  over  whether  specific  environmental  measures  are 
merely  disguised  trade  barriers.  Some  critics  have  used  this  possibility  to  charge 
that  the  NAFTA  will  serve  as  a  basis  for  challenging  U.S.  and  state  environmental 
laws. 

The  NAFTA  does  require  governments  to  meet  certain  elementary  requirements 
regarding  their  standards-related  measures  and  their  sanitary  and  phytosanitary 
measures.  It  was  important  for  us  to  subject  these  requirements  to  dispute  settle- 
ment provisions,  because  our  trading  partners  have  repeatedly  sought  to  exclude 
U.S.  exports  from  their  markets  by  citing  false  pretexts. 

Mowever,  the  NAFTA's  obligations  do  not  tnreaten  U.S.  measures,  because  our 
regulatory  systems  already  are  nondiscriminatory  or  science-based. 

Countries  accused  of  using  environmental  measures  to  restrict  trade  may  choose 
to  have  the  dispute  submitted  to  the  NAFTA  dispute  settlement  rather  than  to  pro- 
cedures under  GATT.  In  fact,  NAFTA's  critics  fail  to  mention  that  without  NAFTA, 
GATT  challenges  would  still  be  possible,  as  they  have  been  for  years. 

In  most  types  of  disputes  arising  under  the  NAFTA,  the  dispute  settlement  panel, 
on  its  own  initiative  or  at  the  request  of  a  disputing  party,  may  request  a  written 
report  from  an  independent  scientific  Review  Board  on  any  issues  of  fact  concerning 
the  environment,  health  ,safety,  and  other  scientific  matters.  The  dispute  settlement 
panel  will  take  the  Review  Board's  report  into  account  before  reaching  its  final  deci- 
sion and  will  release  the  report  to  the  public  together  with  any  final  panel  decision 
that  is  publicly  released. 

NAFTA's  critics  have  argued — again  incorrectly — that  the  NAFTA  automatically 
preempts  state  law  that  conflicts  with  the  NAFTA's  obligations.  In  fact,  nothing  in 
the  NAFTA  requires  preemption  of  state  law.  For  those  few  areas  where  the  NAFTA 
negotiators  considered  that  state  measures  might  in  fact  be  inconsistent  with  the 
NAFTA  (investment  and  servicesprovisions),  the  NAFTA  provides  a  procedure  for 
grand-fathering  such  measures.  That  is,  if  the  procedures  are  followed,  those  non- 
conforming state  measures  in  the  investment  and  services  areas  will  be  exempted 
from  NAFTA's  obligations. 

We  do  not  believe  that  there  are  existing  non-conforming  state  measures  related 
to  environment,  health  and  safety.  However,  even  in  the  event  that  a  NAFTA  dis- 

Rute  settlement  panel  were  to  determine  that  a  state  law  were  inconsistent  with  the 
fAFTA,  the  NAFTA  would  still  not  preemot  state  law. 

If  we  follow  the  pattern  of  the  GATT  and  the  U.S. -Canada  Free  Trade  Agreement, 
the  federal  government's  efforts  to  secure  state  conformity  with  the  NAFTA  are  like- 
ly to  be  entirely  cooperative.  The  Administration  typically  works  very  closely  with 
the  states  involved  in  any  dispute  settlement  proceedings,  both  before  and  after  any 
panel  consideration,  in  a  cooperative  effort  to  determine  the  best  course  of  action. 
Although  ultimately  the  federal  government,  through  its  Constitutional  authority, 
retains  the  authority  to  overrule  inconsistent  state  law  through  legislation  or  civil 
suit,  use  of  this  authority  has  not  been  necessary  in  the  nearly  half-century  history 
of  the  GATT  or  the  five  years  that  the  CFTA  has  been  in  effect. 

Finally,  if  we  follow  the  practice  under  the  CFTA  implementing  legislation,  the 
NAFTA  implementinjg  legislation  will  ensure  that  there  is  no  "private  right  of  ac- 
tion" under  the  NAFTA  that  might  mean  that  states  could  face  lawsuits  by  compa- 
nies or  individuals  seeking  to  enforce  compliance  with  the  NAFTA  or  its  supple- 
mental agreements. 

PRODUCT  STANDARDS 

Product  standards  are  commonplace  in  an  industrialized  society.  Product  stand- 
ards may  be  voluntary  industry  standards,  such  as  she  size  of  lead  to  put  in  me- 
chanical pencils,  or  they  may  be  governmental  standards,  such  as  requirements  for 
automobile  brake  lights.  There  is  no  question  of  the  need  for  or  appropriateness  of 
having  product  standards. 

At  the  same  time,  product  standards  have  been  used  in  other  countries  to  keep 
out  U.S.  goods  or  to  disadvantage  U.S.  exports  compared  to  goods  produced  in  the 
importing  country.  Such  abuse  of  standards  typically  increases  as  tarifi"  and  other 
non-tariu  trade  barriers  are  reduced  through  negotiation.  The  NAFTA  provisions  on 
standards-related  measures  (SRMs)  are  designed  to  ensure  that  standards  are  not 
used  to  create  unnecessary  obstacles  to  trade. 

SUMMARY  OF  AGREEMENT 

Any  understanding  of  the  NAFTA  SRMs  text  depends  on  an  understanding  of 
some  basic  concepts.  These  include  the  following. 
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What  is  a  standards -related  measure? 

The  term  "standards-related  measure"  or  "SRM"  actually  consists  of  three  sepa- 
rate types  of  measures: 

(1)  "standards," 

(2)  "technical  regulations,"  and 

(3)  "conformity  assessment  procedures." 

Each  of  these  terms  is  defined  in  turn  in  the  NAFTA.  However,  the  key  distinc- 
tions are  that  "standard"  refers  to  voluntary  product  standards,  "technical  regula- 
tion" refers  to  mandatory  product  standards,  and  "conformity  assessment  procedure" 
is  the  method  used  to  determine  that  a  product  satisfies  a  standard  or  technical  reg- 
ulation. 

What  is  a  standard? 

The  term  "standard,"  in  common  usage,  is  much  broader  than  the  term  as  it  is 
defined  and  used  in  the  NAFTA.  In  the  NAFTA,  a  "standard"  means: 

(a)  characteristics  for  a  good  or  a  service, 

(b)  characteristics,  rules  or  guidelines  for: 

(i)  processes  or  production  methods  relating  to  such  good,  or 
(ii)  operating  methods  relating  to  such  service,  and 

(c)  provisions  specifying  terminology,  symbols,  packaging,  marking  or  labelling 
for: 

(i)  a  good  or  its  related  process  or  production  method,  or 
(ii)  a  service  or  its  related  operating  method, 
for  common  and  repeated  use,  including  explanatory  and  other  related  provisions, 
set  out  in  a  document  approved  by  a  standardizing  body,  with  which  compliance  is 
not  mandatory. 

Standards  can  be  either  government  standards,  or  more  commonly  they  can  be 
private  standards  developed  by  private  standardizing  bodies. 

What  is  a  technical  regulation? 

The  term  "technical  regulation"  refers  to  mandatory  (and  therefore  governmental) 
product  standards.  Under  the  NAFTA,  a  technical  regulation  means: 

(a)  characteristics  or  their  related  processes  and  production  methods  for  a  good, 

(b)  characteristics  for  a  service  or  its  related  operating  methods,  or 

(c)  provisions  specifying  terminology,  symbols,  packaging,  marking,  or  labelling 
for: 

(i)  a  good  or  its  related  process  or  production  method,  or 
(ii)  a  service  or  its  related  op)erating  method, 
set  out  in  a  document,  including  applicable  administrative,  explanatory  and  other 
related  provisions,  with  which  compliance  is  mandatory. 

What  is  a  conformity  assessment  procedure? 

Under  the  NAFTA,  a  "conformity  assessment  procedure"  is  any  procedure  used, 
directly  or  indirectly,  to  determine  that  a  technical  regulation  or  standard  is  ful- 
filled, including  sampling,  testing,  inspection,  evaluation,  verification,  monitoring, 
auditing,  assurance  of  conformity,  accreditation,  registration  or  approval  used  for 
such  a  purpose,  but  does  not  mean  an  approval  procedure. 

NAFTA  PROVISIONS 

The  NAFTA  SRMs  text  explicitly  recognizes  the  right  to  adopt,  maintain,  or  apply 
any  standards-related  measure,  including  enforcement  measures.  The  text  also  ex- 
plicitly recognizes  the  right  of  each  NAFTA  party  to  establish  the  levels  of  safety 
and  protection  of  human,  animal  or  plant  life  or  health,  the  environment  or  consum- 
ers it  considers  appropriate. 

The  NAFTA  does  not  deal  with  specific  product  standards  as  such.  Instead,  the 
NAFTA  SRMs  text  sets  up  several  general  procedural  and  other  requirements  to  be 
observed  when  adopting  or  maintaining  SMs.  These  requirements  are  intended  to 
ensure  that  product  standards  do  not  create  unnecessary  obstacles  to  trade. 

The  core  requirement  in  the  NAFTA  SRMs  text  is  the  requirement  of  non-dis- 
criminatory treatment,  which  has  two  faceis.  First,  SRMs  are  not  to  discriminate 
against  imported  goods  or  service  providers  in  favor  of  domestic  goods  or  service  pro- 
viders. Second,  SRMs  are  not  to  discriminate  against  goods  or  service  providers  fix)m 
a  NAFTA  party  in  favor  of  goods  or  service  providers  from  another  country. 

The  NAFTA  also  requires  advance  public  notice  and  opportunity  to  comment  on 
proposed  SRMs  or  modifications  to  SRMs.  In  the  case  of  federal  measures,  the 
NAFTA  requires  at  least  60  days  notice.  The  NAFTA  also  requires  a  delay  between 
publication  of  the  final  SRM  and  its  effective  date.  However,  there  is  an  exception 
from  these  requirements  where  necessary  to  address  an  urgent  problem  relating  to 
safety  or  to  protection  of  human,  animal  or  plant  life  or  health,  the  environment 
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or  consumers.  These  procedures  were  modeled  after  our  own  federal  agency  require- 
ments under  the  Administrative  Procedures  Act. 

Recognizing  the  crucial  role  of  SRMs  in  achieving  legitimate  objectives,  the 
NAFTA  parties  commit  to  work  jointly  to  enhance  the  level  of  safety  and  of  protec- 
tion of  human,  animal  and  plant  life  and  health,  the  environment  and  consumers. 
The  NAFTA  provides  for  the  use  of  relevant  international  standards,  where  they 
would  be  effective  or  appropriate  to  fulfill  the  NAFTA  party's  legitimate  objectives, 
as  a  basis  for  each  NAFTA  party's  own  SRMs  in  order  to  facilitate  trade  among  the 
parties.  At  the  same  time,  the  NAFTA  explicitly  affirms  the  right  of  each  NAFTA 
party  to  have  SRMs  that  achieve  a  higher  level  of  protection  than  the  relevant  inter- 
national standard. 

The  NAFTA  parties  also  commit  to  make  their  respective  SRMs  compatible  to  the 
greatest  extent  practicable,  without  reducing  the  level  of  safety  or  of  protection  of 
human,  animal  or  plant  life  or  health  the  environment  or  consumers.  Greater  com- 
patibility should  be  achieved  through  the  notice  and  comment  procedures  mentioned 
above  and  through  the  working  groups  envisioned  under  the  Agreement. 

Other  NAFTA  SRMs  provisions  include  an  obligation  for  each  NAFTA  party  to 
treat  a  technical  regulation  of  another  NAFTA  party  as  equivalent  to  its  own  if  the 
exporting  party's  measure  adequately  fulfills  the  importing  party's  legitimate  objec- 
tives. 

The  NAFTA  also  establishes  a  Committee  on  Standards-Related  Measures  to  fa- 
cilitate compatibility  of  standards,  consult  regularly  on  matters  of  common  concern 
in  this  area,  and  enhance  cooperation  on  developing,  applying,  and  enforcing  stand- 
ards-related measures. 

DIFFERENCES  BETWEEN  SRM'S  AND  S&P  TEXTS 

The  NAFTA  SRMs  agreement  differs  fundamentally  from  the  NAFTA  agreement 
on  sanitary  and  phytosanitary  measures  in  the  means  used  to  determine  whether 
a  measure  is  protectionist  in  nature.  The  SRMs  text  relies  on  non-discriminatory 
treatment.  The  S&P  text  relies  on  science  and  risk  assessment.  A  strict  requirement 
for  non-discriminatory  treatment  is  not  possible  for  S&P  measures,  since  they  will 
frequently  discriminate  against  importea  goods  or  goods  from  one  country  because 
those  goods  pose  a  different  risk  of  a  plant  or  animal  jxsst  or  disease.  Under  the 
S&P  text,  discrimination  is  allowed  as  long  as  it  is  not  arbitrary  or  unjustifiable. 

NAFTA  AND  SANITARY  AND  PHYTOSANITARY  MEASURES 

The  NAFTA  text  on  sanitary  and  phytosanitary  measures  preserves  our  ability  to 
maintain,  strengthen,  and  enforce  existing  U.S.  health,  safety,  and  environmental 
standards,  and  establishes  ways  for  all  three  trading  partners  to  strengthen  their 
standards,  specifically,  the  NAFTA 's  provisions: 

•  Affirm  the  right  of  each  party  to  choose  the  level  of  protection  of  human,  ani- 
mal, or  plant  life  or  health  it  considers  appropriate; 

•  Do  not  impair  existing  U.S.  federal  and  state  health,  safety,  and  environmental 
standards,  and  preserve  our  right  to  ban  non-conforming  imports; 

•  Continue  to  allow  each  country,  including  its  state  and  local  governments,  to 
enact  standards  that  are  stricter  than  international  or  national  standards; 

•  Commit  the  NAFTA  parties  to  work  jointly  to  enhance  their  standards; 

•  Continue  to  allow  parties  to  act  to  protect  human,  animal  or  plant  life  or  health 
based  on  available  information  when  there  is  insufficient  information  to  conduct  a 
risk  assessment; 

•  Ensure  advance  notice  to  the  public  of  proposed  regulatory  actions  in  each  of 
the  three  countries,  to  review  and  comment  upon  those  actions,  and  to  have  such 
comments  taken  into  account  prior  to  final  decision;  and 

•  Establish  a  Committee  on  Sanitary  and  Phytosanitary  (S&P)  Measures  to  en- 
hance food  safety  and  improve  sanitary  conditions,  promote  compatibility  of  S&P 
measures,  and  facilitate  technical  cooperation  and  consultation  on  specific  S&P  bi- 
lateral or  trilateral  issues. 

While  granting  the  federal  government  and  the  states  broad  discretion  to  set  their 
own  environmental,  health  and  safety  standards,  NAFTA  does  require  governments 
to  meet  certain  elementary  requirements  when  applying  laws  and  regulations  to 
achieve  the  government's  chosen  levels  of  protection,  in  order  to  safeguard  against 
blatant  trade  protectionism  in  the  guise  of  a  health  regulations. 

The  NAFTA  requires  that  sanitary  or  phytosanitary  measures — those  related  to 
agricultural  pests  and  disease  and  contamination  in  food — have  a  scientific  basis 
and  be  based  on  a  risk  assessment  appropriate  to  the  circumstances.  The  term  "sci- 
entific" is  not  separately  defined  in  the  text.  Accordingly,  under  general  principles 
of  international  law,  the  term  scientific  is  to  be  interpreted  in  good  faith,  using  its 
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ordinary  meaning  in  context  and  in  the  light  of  the  object  and  purpose  of  the 
NAFTA.  Consequently,  the  ordinary  dictionary  meaning  would  apply. 

RESPONDING  TO  COMMON  MISUNDERSTANDINGS  REGARDING  NAFTA  STANDARDS 

PROVISIONS 

•  The  NAFTA  does  not  limit  environmental  standards  to  the  lowest  common  de- 
nominator and  does  not  inhibit  the  development  of  more  stringent  regulations  if 
they  are  needed  to  protect  human  health  or  the  environment.  The  NAFTA  is  specifi- 
cally drafted  to  ensure  the  ability  of  each  country,  including  its  state  and  local  gov- 
ernments, to  maintain  stringent  environmental  standards. 

In  particular,  the  NAFTA  recognizes  the  right  of  each  country  to  enact  and  en- 
force laws  and  regulations  that  protect  human  health  and  the  environment.  Fur- 
thermore, the  agreement  specifically  provides  that  each  country  may  establish  those 
levels  of  safety  and  protection  of  human,  animal  and  plant  life  and  health,  of  the 
environment  and  of  consumers  that  it  considers  appropriate. 

Where  the  NAFTA  calls  on  the  three  countries  to  cooperate  on  health  and  envi- 
ronmental standards  it  deliberately  refers  to  joint  efforts  to  "enhance"  protection, 
not  lower  it.  In  addition,  the  agreement  states  clearly  that  any  efforts  to  make  envi- 
ronmental or  health  standards  compatible  among  the  three  countries  should  be  un- 
dertaken "without  reducing  the  level  of  safety  or  of  protection  of  human,  animal  or 
plant  life  and  health,  the  environment  and  consumers."  Furthermore,  the  NAFTA 
also  specifically  preserves  each  country's  right  to  apply  more  stringent  environ- 
mental or  health  measures  than  those  provided  under  internationally-agreed  stand- 
ards. 

•  The  NAFTA  harmonization  process  does  not  require  that  we  come  to  agreement 
with  Canada  and  Mexico  on  particular  standards.  That  is,  if  Canada  and  Mexico 
reftise  to  change  their  standards,  we  may  insist  on  retaining  ours  as  well. 

The  NAFTA  does  not  require  that  the  United  States  change  any  particular  stand- 
ard. Instead,  the  NAFTA  creates  a  process  by  which  the  three  countries  can  try  to 
reach  greater  compatibility  of  standards  among  the  three  countries,  but  that  does 
not  require  us  to  agree  to  any  particular  change  in  our  standards.  Further,  if  the 
Administration  believed  that  changes  were  desirable,  whether  because  of  discus- 
sions under  the  NAFTA  or  for  any  other  reasons  we  would  consult  fully  with  Con- 
gress and  domestic  interests,  and  we  would  have  to  obtain  Congressional  approval 
of  legislation  to  change  U.S.  laws.  No  "harmonization"  process  can  ever  force  us  to 
agree  to  standards  we  find  unacceptable,  nor  could  Congress  be  bound  by  any  result 
it  found  unacceptable.  Congress  would  need  to  pass  specific  legislation  to  efiect  a 
change. 

•  The  NAFTA  preserves  state  standards  that  are  more  stringent  than  federal 
standards. 

From  the  beginning  of  the  NAFTA  negotiations,  a  fundamental  objective  of  U.S. 
policy  was  to  ensure  that  the  NAFTA  did  not  result  in  lowering  U.S.  health  and 
environmental  protection  standards,  including  state  and  local  standards.  The  Agree- 
ment secured  that  objective. 

The  agreement  does  apply  to  state  laws  and  regulations  in  most  respects.  But  it 
does  so  not  by  mandating  compliance  with  federal  law  but  by  requiring  that  state 
measures  comply  with  the  rules  set  out  in  the  agreement.  Just  as  the  federal  gov- 
ernment will  be  free  to  maintain  or  change  its  laws,  subject  to  NAFTA  rules,  so  will 
state  and  local  governments. 

The  NAFTA  is  drafted  as  a  set  of  prohibitions.  Unless  the  NAFTA  prohibits  a  cer- 
tain type  of  measure  or  practice,  a  NAFTA  country  is  free  to  maintain  or  impose 
it.  Since  nothing  in  she  NAFTA  precludes  states  from  maintaining  or  adopting 
standards  that  are  higher  than  federal  rules,  they  will  continue  to  have  the  right 
to  do  so. 

The  NAFTA  negotiators  specifically  used  the  plural  'levels"  in  Article  904(2)  and 
in  the  equivalent  provision  of  Chapter  seven  (Article  712(2)),  which  talk  in  terms 
of  each  Party's  right  to  set  the  levels  of  health,  safety,  or  environmental  protection 
that  it  sees  fit,  in  part  in  order  to  account  for  the  fact  that  each  country  may  have 
a  multiplicity  of  levels  due  to  differences  among  the  states  and  between  the  states 
and  federal  government. 

•  The  NAFTA  does  not  require  the  federal  government  to  pre-empt  state  laws. 
In  the  SRMs  text,  the  federal  government  is  simply  obligated  to  'seek,  throug;h 

appropriate  measures"  to  ensure  that  states  observe  the  relevant  NAFTA  rules.  This 
lesser  degree  of  obligation,  set  out  in  Article  902,  reflects  an  understanding  among 
the  three  countries  that  the  NAFTA  should  not  intrude  unduly  on  the  ability  of 
states  to  regulate  in  this  important  sphere. 
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Nothing  in  the  NAFTA  requires  the  federal  government  to  take  legal  action 
against  state  measures  that  NAFTA  dispute  settlement  panels  may  determine  to  be 
inconsistent  with  trade  obligations.  Under  the  NAFTA,  panel  opinions  are  advisory 
only.  If  the  defending  country  loses,  it  is  not  required  to  remove  or  change  the  of- 
fending measure.  It  may  offer  trade  compensation  instead  or  simply  permit  the 
other  country  to  4make  retaliatory  action  oi  equivalent  effect. 

As  has  been  the  case  under  the  GATT,  in  those  rare  instances  where  state  rules 
may  be  successfully  challenged  under  the  NAFTA,  the  federal  government  will  work 
cooperatively  with  the  states  to  seek  a  satisfactory  resolution  of  the  matter.  Under 
he  NAFTA,  each  country  will  retain  full  discretion,  under  our  own  political  and  legal 
system,  to  determine  how  to  satisfy  our  trade  obligations. 

•  The  NAFTA's  procedural  harmonization  provisions  will  not  eliminate  public  no- 
tice and  comment  on  standards.  Nothing  in  the  NAFTA  would  eliminate  existing 
U.S.  public  notice  and  comment  requirements.  In  fact,  the  standards  text  in  general 
requires  public  notice  and  comment  for  standards  and  is  modeled  after  U.S.  prac- 
tice. 

TRUCK  CTANDARDS 

I  would  also  like  to  use  this  opportunity  to  dispel  a  widespread  myth  about  the 
NAFTA  concerning  U.S.  vehicle  size  and  weight  limits. 

•  No  provision  of  the  NAFTA  requires  us  to  compromise  our  truck  safety  stand- 
ards or  to  change  our  vehicle  size  and  weight  limits.  The  NAFTA  implementing  leg- 
islation will  make  no  such  changes  in  our  law.  We  will  not,  and  indeed  could  not, 
make  any  changes  to  U.S.  vehicle  size  and  weight  laws  via  any  NAFTA  process 
without  obtaining  new  legislation  from  Congress. 

•  Under  NAFTA  all  three  countries  agree  to  work  toward  compatible  technical 
and  safety  standards,  including  vehicle  size  and  weight  requirements,  hazardous 
materials  transport,  road  signs,  supervision  of  motor  carrier  compliance  and  other 
such  transportation-related  standards.  That  could  facilitate  commerce,  but  not  at 
the  cost  of  safety.  We  have  not  committed  ourselves  to  agree  to  anything  that  would 
compromise  safety  standards. 

•  Mexican  and  Canadian  motor  carriers  operating  in  the  United  States  must  beet 
the  same  safety  and  operating  requirements  and  standards,  including  size  and 
weight  limits,  as  U.S.  carriers,  now  and  in  the  future. 

•  Nothing  in  the  NAFTA  prevents  any  country  from  maintaining  its  present 
standard  or  issuing  new  standards  as  needed. 

•  The  NAFTA,  and  its  working  groups,  cannot  preempt  state  standards. 

PROFESSIONAL  STANDARDS 

And  finally,  let  me  stress,  that  the  procedures  currently  in  use  in  the  United 
States  to  test,  evaluate  and  certify  professional  competency  will  continue.  The 
NAFTA  does  not  exclude  Mexican  or  Canadian  nationals  from  a  state's  licensing 
and  examining  requirements. 

•  For  example  anyone  who  wants  to  practice  medicine  or  dentistry  in  the  United 
States  must  be  licensed  by  the  appropriate  regulatory  bodies. 

•  In  addition,  although  there  are  provisions  in  the  NAFTA  relating  to  temporary 
entry  which  allow  for  admission  of  eligible  individuals  into  the  United  States,  Can- 
ada or  Mexico  under  certain  conditions,  these  provisions  do  not  convey  a  right  to 
perform  or  provide  a  service. 

•  In  regard  to  professional  services  providers,  the  specific  admission  rights  are 
given  to  certain  defined  categories  of  professionals  who  meet  minimum  educational 
requirements  or  possess  alternative  credentials,  and  who  seek  to  engage  in  business 
activities  at  a  professional  level. 

•  The  categories  are  set  out  in  a  new  schedule  that  tracks  the  one  currently  in 
efiect  between  the  United  States  and  Canada.  There  is  an  annual  numerical  limit 
for  temporary  admission  of  Mexican  professionals. 

•  These  provisions,  however,  do  not  substitute  for  valid  licenses  to  practice  medi- 
cine, engineering,  accounting  or  other  licensed  professions  which  are  recognized  by 
the  appropriate  regulatory  bodies  in  the  United  States. 

CAFE 

Under  the  NAFTA,  the  United  States  will  change  one  provision  related  to  the  Cor- 
porate Average  Fuel  Economy  (CAFE)  requirements.  First  of  all,  however,  let  me 
stress  that  the  NAFTA  does  not  affect  the  U.S.  legally  mandated  CAFE  fuel  efii- 
ciency  standards  or  the  unilateral  right  of  the  United  States  to  change  those  stand- 
ards. 
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The  United  States  will  treat  Mexican  production  the  same  as  Canadian  produc- 
tion always  has  been,  which  will  assist  North  American  manufacturers  to  make  effi- 
cient production  decisions.  Content  added  in  Mexico  and  Canada  will  be  considered 
"domestic"  content  for  purposes  of  the  definition  of  a  "domestically  manufactured" 
automobile  under  the  CAFE  requirements.  Canadian  content  is  already  accorded  the 
same  treatment  as  U.S.  content  and  has  been  since  the  enactment  of  the  CAFE  re- 
quirements in  1975. 

Manufacturers  that  began  the  production  of  automobiles  in  Mexico  prior  to  model 
year  1992,  may  make  a  one-time  election  anytime  after  1996,  when  to  begin  count- 
ing Mexican  content  as  "domestic"  content  for  purposes  of  CAFE.  They  must  apply 
the  new  definition  aft«r  2004.  Production  in  Mexico  of  companies  that  began  assem- 
bly in  Mexico  after  model  year  1991  wiU  be  counted  in  the  United  States  as  domes- 
tic content  only  for  purposes  of  the  CAFE  requirements  upon  implementation  of  the 
NAFTA. 

The  seven-year  grace  period  for  an  election  by  existing  NAFTA  manufacturers  is 
intended  to  provide  flexibility  to  producers  that  may  have  structured  their  sourcing 
patterns  in  accordance  with  the  current  situation.  The  CAFE  definition  of  "domes- 
tic" content  has  no  bearing  on  the  NAFTA  rules  of  origin  or  Mexico's  local  content 
requirement. 

THE  SUPPLEMENTAL  AGREEMENTS  ON  LABOR  AND  THE  ENVIRONMENT 

President  Clinton  endorsed  NAFTA  last  October  during  the  campaign  in  a  speech 
at  North  Carolina  State  University,  but  he  also  set  out  a  series  oi  principles  which 
he  wanted  to  see  incorporated  into  supplemental  agreements  and  related  initiatives. 

After  months  of  negotiations.  President  Clinton,  Prime  Minister  Campbell,  and 
President  Salinas  signed  historic  agreements  on  environmental  and  labor  coopera- 
tion on  September  14. 

He  made  a  promise  to  the  American  people  which  he  has  kept:  that  he  would 
make  sure  economic  growth  with  Mexico  did  not  come  at  the  expense  of  the  environ- 
ment or  workers'  rights,  and  that  we  would  be  protected  from  the  possibility  of  im- 
port surges. 

These  Agreements  are  ground-breaking.  The  fundamental  objectives  of  the  labor 
and  environment  agreements  are  to  work  cooperatively  to  improve  conditions  for 
labor  and  the  environment  throughout  North  America  and  to  improve  national  en- 
forcement of  national  laws  relating  to  labor  and  the  environment.  They  commit  all 
three  nations  to  fair,  open  and  equitable  administrative  and  judicial  processes  for 
the  enforcement  of  environmental  and  labor  laws. 

These  supplemental  agreements  strengthen  NAFTA,  and  represent  an  unprece- 
dented commitment  to  cooperate  on  these  issues  in  connection  with  a  trade  agree- 
ment. They  ensure  our  ability  to  take  action  and  impose  sanctions  if  our  trading 
partners  engage  in  persistent  patterns  of  failure  to  enforce  their  laws. 

FOREIGN  POUCY  IMPLICATIONS 

The  NAFTA  deserves  to  be  approved  on  its  economic  merits.  However,  the  foreign 
policy  implications  of  this  issue  should  also  not  be  minimized.  Echoing  comments 
made  by  Secretary  of  State  Warren  Christopher  recently:  "Rejection  of  NAFTA 
would  seriously  damage  our  relations  with  Mexico  and  erode  our  credibility  with  the 
other  nations  of  the  hemisphere  and  around  the  world.  For  the  United  States,  fail- 
ure to  approve  NAFTA  would  be  a  self-inflicted  setback  of  historic  proportions." 

In  my  view  a  Congressional  rejection  of  NAFTA  would  be  a  "shot  heard  around 
the  world".  It  would  be  read  across  the  globe  as  a  seachange,  marking  a  U.S.  retreat 
from  our  traditionally  strong  advocacy  for  open  markets  and  expanded  trade.  It 
would  undermine  our  position  as  a  negotiating  partner  on  global  trade  agreements, 
like  the  Uruguay  Round,  which  are  vital  to  the  economic  renewal  of  the  United 
States. 

NAFTA  is  good  economic  policy  and  good  foreign  policy. 

CONCLUSION 

All  Americans  agree  that  we  cannot  respond  to  the  challenge  of  a  changing  world 
by  drifting,  content  to  accept  the  result  of  other  nations'  trade  and  economic  strate- 
gies. We  need  our  own  strategy,  which  builds  on  our  strengths,  faces  our  weak- 
nesses, and  responds  to  the  challenges  and  realities  around  us. 

We  would  ask  the  opponents  ofNAFTA:  does  walking  away  from  the  NAFTA 
seem  like  good  trade  and  economic  strategy?  Can  you  envision  Japan  or  the  EEC — 
if  they  were  in  our  position — rejecting  a  deal  like  this?  Would  either  of  them  kick 
sand  in  the  face  of  their  third  biggest,  and  fastest  growing,  trading  partner?  Would 


19 

they  opt  for  the  status  quo,  the  unbalanced  relationship,  where  Mexico  keeps  the 
tariff  and  non-tariff  barriers  it  chooses  to  keep? 

Would  they  ever  be  willing,  in  one  unthinking  lurch,  to  throw  away  the  friendship 
and  progress  that  have  characterized  the  past  seven  years,  dramatically  reversing 
the  historic  pattern  of  mistrust  and  antagonism?  Would  they  conceivably  believe 
that  it  would  be  easier,  somehow,  to  cooperate  with  Mexico  on  the  environment,  con- 
trolling drug  traffic,  or  illegal  immigration,  if  NAFTA  were  defeated? 

This  Administration  did  not  negotiate  the  NAFTA.  Moreover,  Bill  Clinton  as  a 
presidential  candidate  was  sharply  critical  of  the  economic  and  trade  policy  of  his 
predecessors.  When  confronted  with  the  need  to  make  a  decision  on  NAFTA,  he  ap- 
proached it  very  skeptically.  There  were  powerful  political  reasons  for  opposing  it. 

But  when  he  studied  it,  he  found  that  NAFTA — particularly  if  strengtnened  by 
supplemental  agreements — wculd  be  strongly  in  the  economic  interest  of  the  United 
States.  It  was  not  a  favor  that  we  were  doing  for  Mexico.  It  would  benefit  both  coun- 
tries, and  Canada  as  well.  It  would  not  solve  all  our  nation's  economic  problems, 
but  it  would  be  an  important  piece  of  the  economic  strategy  that  we  were  putting 
in  place  to  build  the  world's  most  productive  and  competitive  economy. 

The  Administration  has  the  responsibility  of  convincing  Congress  and  the  country 
that  NAFTA  is  in  the  national  economic  interest,  and  we  intend  to  do  so.  I  am  con- 
fident that  by  the  time  Congress  votes  on  NAFTA  later  this  year,  the  country  will 
recognize  that  NAFTA  is  a  vital  part  of  the  solution  to  the  economic  challenges  that 
face  us. 

The  Chairman.  Thank  you  very  much. 

Ambassador  Wirth — or  is  it  Secretary?  Secretary  Wirth,  excuse 
me. 

STATEMENT  OF  HON.  TIMOTHY  E.  WIRTH,  COUNSELOR, 
DEPARTMENT  OF  STATE 

Mr.  WiRTH.  Thank  you  very  much,  Mr.  Chairman.  I  am  pleased 
to  be  here  today  and  would  ask  that  my  full  statement  be  included 
in  the  record. 

The  Chairman.  It  will  be. 

Mr.  Wirth.  As  you  know,  Mr.  Chairman,  the  President  asked  me 
to  join  the  State  Department  and  to  undertake  the  reorganization 
of  the  Department  so  that  the  administration  could  give  much 
greater  emphasis  to  so-called  global  issues.  Clearly  many  of  those 
fall  in  the  lap  of  the  concerns  about  our  relationship  with  Mexico 
and  the  North  American  Free  Trade  Agreement,  and  I  wanted 
briefly  to  touch  upon  some  of  those  this  morning. 

Mickey  Kantor  has  spoken  very  eloquently  and  accurately  on  the 
trade  side  of  this  agreement.  There  are  clearly  a  number  of  other 
issues  in  the  agreement  that  we  believe  will  advance  the  interests 
of  the  United  States  and  advance  our  cooperative  efforts  with  Mex- 
ico very  significantly  with  the  passage  of  NAFTA.  Let  me  touch  on 
four  of  those,  if  I  might,  Mr.  Chairman:  democratic  reforms,  human 
rights,  narcotics  cooperation,  and  the  environment. 

In  the  area  of  democratic  reform,  as  pointed  out  in  my  testimony, 
the  Mexican  Government  has  made  very  very  significant  strides, 
particularly  in  the  last  5  years  under  the  administration  of  Presi- 
dent Salinas.  Remarkably  in  a  country  that  has  for  a  long  time 
been  governed  by  one  political  party,  the  PRI,  the  Government  of 
Mexico  now  seems  among  its  some  30  states  three  governors  from 
the  opposing  parties. 

Very  sharp  changes  in  the  use  of  the  electoral  process  to  muffle 
dissent.  For  example,  it  used  to  be  that  if  35  percent  of  the  legisla- 
tors in  a  particular  state  came  to  agreement;  that  is,  the  PRI,  that 
then  became  law  and  the  government.  That  would  be  like  in  the 
U.S.  Senate  or  in  the  Congress,  if  you  had  35  percent  of  supporters 
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of  the  majority  leader  or  the  speaker  coming  out  in  support  of  a 
particular  position  and  that  dominated  what  the  rest  of  the  legisla- 
ture would  do.  That  has  changed  and  that  is  one  of  many,  many 
reforms  which  have  occurred. 

There  have  been  a  series  of  electoral  reforms  in  Mexico,  an  insti- 
tutions code  in  the  electoral  processes.  And  the  political  system  is 
now  open  to  opposition  candidates,  and  I  know  you  are  going  to 
hear  from  members  of  the  opposition  this  morning. 

Clearly,  all  is  not  perfect  from  the  perspective  of  the  United 
States,  but  democratic  processes  take  a  long  time.  And  the  question 
is,  Are  we  going  to  be  better  off  with  NAFTA  than  without 
NAFTA?  It  is  our  very  strong  belief  that  the  economic  changes  that 
are  coming  about  in  Mexico  are  also  going  to  pull  behind  them  sig- 
nificant political  changes.  The  two  go  hand  in  hand,  and  I  think 
the  history  of  the  postcold  war  world  is  clearly  a  history  of  that 
kind  of  linkage. 

Second,  in  the  area  of  human  rights  we  have,  as  you  know,  since 
the  Carter  administration  had  as  priorities  for  the  United  States 
of  America  a  strong  interest  and  concern  about  human  rights  and 
human  rights  abuses.  The  Department  of  State  every  year  pub- 
lishes a  human  rights  report,  and  we  monitor  very  closely  the  ac- 
tivities of  human  rights  groups  and  we  report  very  carefully  on 
human  rights  abuses  in  every  country  around  the  world. 

There  is  no  question  that  also  in  Mexico  we  have  seen  some  very 
very  sharp  and  interesting  changes  and  very  promising  changes 
there.  While  there  have  been  a  history  of  some  serious  violations 
of  internationally  recognized  human  rights  in  the  past  in  Mexico, 
including  torture,  widespread  brutality,  and  instances  of 
extrajudicial  killings  by  police,  we  are  seeing  a  very  different  ap- 
proach by  this  government  to  what  is  often  an  ingrained  culture  of 
impunity. 

The  Government  of  Mexico  clearly  does  not  condone  in  any  way, 
shape,  or  form  these  abuses.  On  the  contrary.  President  Salinas 
has  publicly  and  strongly  stated  the  importance  of  protecting 
human  rights,  and  has  used  the  authority  of  his  office  in  the  last 
5  years  to  attack  such  violations.  The  Mexican  initiative  to  protect 
human  rights  is  the  June  1990  establishment  of  the  National  Com- 
mission on  Human  Rights,  and  the  appointment  of  very  strong  in- 
dividuals to  run  that,  to  run  that  effort  and  join  that  effort  together 
with  the  attorney  general. 

I  might  also  add,  Mr.  Chairman,  that  as  we  negotiated  in  Vienna 
during  the  recent  United  Nations  Conference  on  Human  Rights, 
there  were  a  number  of  proposals  up  which  the  Mexicans  have 
been  very  helpful  on.  And  I  would  cite  specifically  the  High  Com- 
missioner on  Human  Rights.  The  Gk)vernment  of  Mexico  has  been 
very  useful  in  providing  a  set  of  questions  and  concerns  that  they 
believe  are  ones  that  early  on  have  got  to  be  answered  before  the 
question  of  establishing  a  High  Commissioner  comes  before  the 
General  Assembly. 

I  met  with  the  representatives  of  the  Mexican  Government  dur- 
ing the  United  Nations  General  Assembly  2  and  3  weeks  ago  in 
New  York.  We  are  working  together  with  them  on  a  series  of  some 
29  issues  that  have  been  identified,  and  we  believe  that  jointly 
working  together  to  answer  these  questions,  we  can  develop  a  tem- 
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plate  that  will  provide  our  opportunity  to  persuade  the  rest  of  the 
world  to  establish  the  U.N.  High  Commissioner  on  Human 
Rights — will  be  strengthened.  And  we  appreciate  the  help  and  sup- 
port of  the  Government  of  Mexico  on  this  front. 

Third,  in  the  area  of  countemarcotics,  the  level  of  cooperation  be- 
tween the  United  States  and  Mexico  has  been  been  at  an  all-time 
high  and  increases  with  each  passing  month.  The  cooperation  that 
we  have  had  on  a  whole  series  of  drug  seizures  has  been  very  im- 
portant. All  of  that,  more  importantly,  is  based  on  the  sharing  of 
intelligence  and  the  sharing  of  information  that  is  crucial  to  mak- 
ing a  joint  program  throughout  Central  America  and  Central  and 
South  America  absolutely  essential. 

As  you  know,  the  administration  is  in  the  process  of  moving  our 
countemarcotics  program  away  from  one  of  greatest  emphasis  on 
interdiction  toward  one  of  working  with  host  countries  and  develop- 
ing programs  to  establish  administration  of  justice  programs,  re- 
training of  military,  retraining  of  police.  And  the  Government  of 
Mexico  has  been  at  the  forefront  of  working  with  us  and  the  Gov- 
ernment of  Colombia  in  these  efforts,  and  trying  to  expand  these 
throughout  South  America. 

This  is  a  long  and  difficult  chore.  The  problem  of  narcotics  is 
spreading  throughout  the  world.  Governments  like  Mexico,  Colom- 
bia, and  others  are  recognizing  that  narcotics  abuse  is  no  longer 
just  a  problem  of  Uncle  Sam,  out  is  a  problem  that  is  spreading 
to  usage  elsewhere.  The  flow  of  money,  combined  with  the  opening 
of  the  international  arms  bazaar  in  the  postcold  war  world,  makes 
the  countemarcotics  efforts  even  more  important.  And  there  is  a 
great  model  of  cooperation  between  the  United  States  and  Mexico 
which  we  very  much  appreciate  and  which  thev  appreciate,  and 
which  is  a  model  of  what  can  happen  along  a  long  and  peaceful 
border. 

Finally,  Mr.  Chairman,  there  is  very  very  significant  progress  in 
the  areas  of  the  environment.  The  side  agreement  referred  to  by 
Mr.  Kantor  and  with  which  you  are  familiar,  was  largely  nego- 
tiated by  groups  in  the  State  Department  for  which  I  am  respon- 
sible, along  with  groups  from  the  Environmental  Protection  Admin- 
istration. This  is  an  unprecedented  international  trade  agreement, 
with  a  series  of  steps  taken  in  this  which  exist  no  place  else  in  any 
kind  of  a  trade  agreement,  and  which  we  believe  auger  well  not 
only  for  the  NAFTA,  but  also  for  the  next  GATT  round,  which  will 
certainly  be  a  green  round  for  GATT. 

For  example,  rules  for  investment  that  argue  against  the  lower- 
ing of  environmental  standards  as  a  lure  to  investors  and  instead 
permit  the  imposition  of  environmental  safeguards  to  govern  in- 
vestment activity.  The  rules  in  the  NAFTA  remove  the  temptation 
for  firms  to  move  to  Mexico  to  escape  U.S.  environmental  stand- 
ards. 

Second,  we  have  given  major  precedence  to  international  environ- 
mental agreements,  writing  into  the  NAFTA  those  such  as  the 
Montreal  Protocol  on  Ozone  Depleting  Substances. 

Third,  we  have  made  very  clear  commitments  in  the  NAFTA, 
written  and  agreed  to  by  all  parties,  that  State,  county,  and  local 
laws  on  the  environment  will  not  be  compromised  or  abridged  in 
any  fashion,  and  that  there  is  still  freedom  left  for  any  States  to 
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raise  their  standards  if  they  think  that  that  is  appropriate  to  do. 
Much  has  been  said,  inaccurately,  Mr.  Chairman,  about  the  fact 
that  NAFTA  reaches  us  to  a  lowest  common  denominator.  That 
could  not  be  further  from  the  truth. 

In  addition,  Mr.  Chairman,  we  have  created  the  North  American 
Commission  for  Environmental  Cooperation  to  monitor  and  to  deal 
with  disagreements  on  this  front,  and  ultimately  to  institutionalize 
the  free-trade  promise  of  NAFTA  in  such  a  strong  group,  being  rep- 
resentatives from  all  sides. 

As  a  final  note,  Mr.  Chairman,  we  have  also  inaugurated  a  major 
program,  which  will  be  part  of  the  enabling  legislation,  to  clean  up 
the  border.  It  is  estimated  that  the  border  problem,  which  has  been 
festering  for  a  long  time  and  is  growing,  in  part  because  of  the  dis- 
incentives available  through  the  establishment  of  the  maquiladora 
program  in  the  1960's.  This  is  a  problem  that  is  somewhere  be- 
tween $6  and  $10  billion. 

It  reminds  me,  Mr.  Chairman,  of  some  of  the  worst  problems 
that  we  all  had  in  the  United  States  in  the  1960's,  you  remember 
the  most  famous  instance  of  which  was  the  Cuyahoga  River  in  Ohio 
catching  on  fire.  Following  that,  the  United  States  established  our 
own  clean  water,  safe  drinking  water  standards,  and  so  on.  And 
over  the  last  25  years  we  have  slowly  but  surely  been  working 
across  the  country  to  clean  up  the  environment  in  our  own  back- 
yard. 

A  similar  kind  of  commitment  will  now  be  made  along  the  bor- 
der. We  are  establishing  two  new  institutions,  a  planning  institu- 
tion with  the  Mexican  Government  to  establish  the  priority  of 
projects  and  a  financing  institution  to  bring  necessary  capital  to 
the  border  and  to  the  cleanup  of  the  border.  So,  we  have  not  only 
established  a  precedent-setting  set  of  rules  and  agreements  within 
the  NAFTA.  We  have  also  established  an  institution  for  the  clean- 
up of  the  border,  which  I  think  will  serve  both  U.S.  citizens  and 
the  citizens  of  Mexico. 

I  might  finally  add,  Mr.  Chairman,  that  the  border  problem  has 
been  commonly  viewed  as  a  problem  in  Mexico.  It  could  not  be  fur- 
ther from  the  truth.  Probably  40  percent  of  the  problem  is  on  our 
side,  60  percent  of  the  problem  is  on  their  side,  and  it  is  going  to 
require  joint  efforts  to  clean  this  up. 

A  closing  note,  Mr.  Chairman.  On  all  of  the  issues  that  I  have 
mentioned,  I  think  the  answer  to  the  question  are  we  better  off 
with  NAFTA  than  without  it  is  a  resounding  'Tes."  And  in  each 
one  of  these  situations,  in  each  and  every  one  the  cooperative  ven- 
tures with  the  Mexican  Government  will  be  encouraged  by  NAFTA. 
I  do  not  like  to  guess  what  will  happen  if  NAFTA  is  turned  down 
by  the  Congress,  what  will  happen  to  this  burgeoning  level  of  co- 
operation, which  I  think  will  drop  off  not  only  in  the  trade  area, 
which  will  be  damaging  to  our  economic  interests,  but  also  in  these 
other  areas  in  which  we  have  made  such  significant  progress. 

Mr.  Chairman,  I  appreciate  being  here  this  morning  and  being 
back  with  so  many  old  friends,  and  I  look  forward  to  answering  any 
questions  which  you  might  have. 

[The  prepared  statement  of  Mr.  Wirth  follows:] 
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Prepared  Statement  of  Timothy  E.  Wirth 

Mr.  Chairman,  members  of  the  committee,  thank  you  for  inviting  me  to  appear 
before  you  today.  I  agreed  to  take  on  the  task  of  overseeing  global  issues  in  the 
State  Department  and  reorganizing  the  department  to  address  these  areas  because 
I  perceived  that,  with  the  end  of  the  cold  war,  our  foreign  policy  was  undergoing 
great  change.  Democracy  and  human  rights,  population,  the  environment,  the 
spread  of  narcotics,  and  other  global  issues  are  moving  to  the  forefront  of  our  na- 
tional security  debate. 

We  must  embrace  the  challenge  brought  on  by  the  end  of  fifty  years  of  a  bi-polar 
world  and  refocus  our  natural  and  human  resources  to  derive  benefit  from  the  forces 
of  change.  Integral,  of  course,  is  international  trade  in  changing  the  economies  of 
the  U.S.  and  the  world.  Effective  international  trade  agreements  can  help  secure 
these  benefits  by  opening  markets  for  our  exports  and  providing  savings  to  Amer- 
ican consumers.  NAPTA,  more  than  any  single  issue  now  before  us,  asks  us  to 
confront  change.  It  is  symbolic  of  our  vision  for  the  future,  about  recognizing  what 
is  occurring  today  and  seizing  the  opportunity  to  improve  tomorrow.  Communica- 
tions, finance  and  commerce  have  created  a  global  economy  that  blurs  boundaries 
of  nations  and  challenges  old  ways  of  doing  business. 

The  emergence  of  global  trade  is  sharply  focused  in  our  relationship  with  Mexico 
and  the  rest  of  Latin  America.  Mexico  has  been  in  the  forefront  of  a  wave  of  positive 
change  in  the  Western  Hemisphere,  as  trade  barriers  yield  to  liberalization  and  au- 
thoritarian rule  gives-way  to  democracy. 

We  can  reject  a  closer  relationship  with  Mexico  on  the  grounds  that  Mexico  has 
not  changed  enough,  or  we  can  promote  even  more  profound  changes  through  deeper 
bilateral  ties.  Without  question  our  national  security  interests  are  served  best  by 
deepening — not  weakening — our  ties  with  our  hemispheric  neighbors.  NAFTA  offers 
us  the  means  to  influence  and  solidify  positive  trends  underway  in  Mexico  and  else- 
where in  the  hemisphere. 

We  recognize,  as  you  do  Mr.  Chairman,  that  the  democratic  process  in  Mexico 
needs  improvement,  and  it  is  changing — rapidly.  Close  elections  at  the  state  and 
local  level  have  occasionally  been  marred  by  violence  as  many  Mexican  voters  lack 
confidence  in  the  electoral  system  and  the  commitment  of  some  elements  of  the  rul- 
ing party  (PRI)  to  abide  by  electoral  reforms.  Violations  of  internationally  recognized 
human  rights  still  persist  in  Mexico,  as  detailed  in  our  annual  human  rights  report. 
Yet  democracy  and  human  rights  in  Mexico  have  undergone  unprecedented  positive 
transformation  in  recent  years,  a  transformation  propelled  by  Mexico's  political  and 
economic  opening  to  the  outside  world  and  by  the  Government  of  Mexico's  commit- 
ment to  reform. 

Since  1929,  the  PRI  or  its  predecessor  has  dominated  the  Government  of  Mexico. 
In  the  sixty  years  between  1929  and  1989,  the  PRI  won  every  presidential  and  gu- 
bernatorial race. 

But  the  future  need  not  be  captive  to  the  past.  In  1989,  a  conservative  opposition 
party,  the  National  Action  Party  (PAN),  captured  its  first  gubernatorial  race;  it  won 
a  second  governorship  in  1992.  In  1990  the  Government  of  Mexico  launched  a  series 
of  electoral  reforms.  The  first  initiative,  the  federal  electoral  processes  and  institu- 
tions code,  created  an  independent  and  impartial  electoral  triounal  and  introduced 
a  new  voter  registration  system.  These  reforms  opened  up  the  political  system  to 
gains  by  opposition  political  parties.  Today,  12-15  million  Mexicans  (out  of  90  mil- 
lion) are  governed  by  the  opposition  at  the  state  or  local  level.  Opposition  parties 
control  ten  percent  of  Mexico  s  municipalities;  the  PAN  holds  three  of  the  31  gover- 
norships. Opposition  parties  hold  180  of  the  500  seats  in  the  lower  house  of  con- 
gress. 

Last  month  a  special  session  of  the  Mexican  Congress  enacted  further  political 
and  electoral  reforms,  including  elimination  of  the  "govemability"  clause  which 
granted  an  automatic  majority  in  the  house  of  deputies  to  any  party  receiving  a  plu- 
rality of  35  percent  or  more.  The  reforms  also  prevent  newly  elected  legislators  from 
approving  their  own  elections  and  increase  opposition  access  to  the  media.  An  elec- 
toral court  of  appeals  will  adjudicate  electoral  disputes  and  its  judgments  cannot  be 
overruled  by  the  president  or  the  congress.  The  new  rules  also  provide  for  participa- 
tion by  impartial,  domestic  election  observers  at  the  voting  booths  in  addition  to  rep- 
resentatives from  all  political  parties. 

We  will  be  watching  closely  in  future  elections  to  see  the  effects  of  these  reforms. 
Although  Mexico  has  refused  to  allow  international  election  monitors,  a  recent  Mexi- 
can law  allows  for  the  wider  participation  of  Mexican  citizens  as  official  observers 
and  the  government  has  said  it  would  allow  international  journalists  to  observe  elec- 
tions. Both  the  Carter  Center  and  the  National  Democratic  Institute  have  been  ac- 
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lively  involved  with  the  Mexican  Government  and  NGOS  to  improve  election  proce- 
dures. 

As  I  noted  earlier,  serious  violations  of  internationally  recognized  human  rights 
persist  in  Mexico.  Among  the  serious  problems  are  the  use  of  torture,  widespread 
brutality,  and  instances  of  extra-judicial  killings  by  police  and  a  frequent  failure  to 
punish  those  responsible  for  such  transgressions.  An  ingrained  culture  of  impunity 
affects  many  members  of  the  police  and  has  hindered  efforts  to  enforce  greater  re- 
spect for  human  rights. 

There  is  no  evidence,  however,  that  the  Government  of  Mexico  condones  these 
abuses.  On  the  contrary,  President  Carlos  Salinas  de  Gortari  has  publicly  and 
strongly  stated  the  importance  of  protecting  human  rights  and  has  used  the  author- 
ity of  nis  office  to  attack  such  violations.  The  most  notable  initiative  by  the  Mexican 
Government  to  protect  human  rights  is  the  June  1990  establishment  of  the  national 
commission  on  human  rights.  The  commission's  mandate  is  to  investigate  violations 
of  human  rights  by  government  agencies,  report  publicly  on  such  abuses,  and  pro- 
mote human  rights  education.  In  a  little  more  than  a  year,  the  commission's  eflorts 
resulted  in  disciplinary  action  against  more  than  one  thousand  government  employ- 
ees. In  January  1993,  President  Salinas  appointed  as  attorney  general  Jorge 
Carpizo  McGregor,  the  former  president  of  the  commission,  thus  providing  the  com- 
mission with  a  firm  ally  in  the  most  important  law  enforcement  agency  in  Mexico. 

The  Government  of  Mexico's  initiatives,  while  addressing  human  rights  problems, 
will  take  time  and  continued  effort  to  make  a  difference.  The  NAFTA  will  reinforce 
Mexico's  unprecedented  efforts  to  reform  its  political  institutions.  It  will  bring  great- 
er public  scrutiny  to  Mexican  governmental  actions  and  make  the  government  more 
accountable  to  its  people.  NAFTA  also  will  promote  the  protection  of  worker  rights 
in  Mexico,  an  area  where  protection  previously  was  limited  by  being  outside  the  ju- 
risdiction of  the  national  commission  on  human  rights.  The  North  American  agree- 
ment on  labor  cooperation  provides  mutual  commitments  to  enforce  national  laws 
concerning  child  laoor,  health  and  safety,  minimum  wages,  and  industrial  relations. 
Importantly,  it  provides  mechanisms  to  give  the  safeguards  force  by  creating  a  com- 
mission for  labor  cooperation  to  oversee  implementation,  encourage  voluntary  im- 
provement, and  impose  sanctions  in  several  domains. 

In  my  work  in  coordinating  global  issues  for  the  State  Department,  I  have  also 
been  deeply  involved  in  the  environmental  aspects  of  the  NAFTA.  Environmental 
questions  transcend  national  boundaries.  The  NAFTA,  together  with  its  side  agree- 
ments, sets  a  historic  precedent  for  the  world  in  its  treatment  of  environmental  is- 
sues. I  would  like  to  touch  briefiy  on  some  of  the  most  important  environmental  as- 
pects of  the  NAFTA. 

The  NAFTA  embraces  an  emerging  consensus  that  the  international  trading  sys- 
tem must  be  better  harnessed  with  our  priority  for  local,  national  and  global  envi- 
ronmental protection.  This  treaty  can  and  must  serve  as  a  model  for  future  efforts 
to  harmonize  environmental  and  trade  objectives.  The  NAFTA  is  the  first  major 
trade  agreement  to  promote  sustainable  development  and  does  so  through  a  variety 
of  means,  including: 

•  Rules  for  investment  that  argue  against  the  lowering  of  environmental  stand- 
ards as  a  lure  to  investors  and  instead  permit  the  imposition  of  environmental  safe- 
guards to  govern  investment  activity.  These  rules  remove  the  temptation  for  firms 
to  move  to  Mexico  to  escape  U.S.  environmental  standards; 

•  Giving  precedence  to  international  environmental  agreements,  such  as  the 
Montreal  Protocol  on  Ozone  Depleting  Substances; 

•  Groundbreaking  obligations  to  enforce  environmental  laws  and  dispute  settle- 
ment provisions  that,  in  cases  of  persistent  non-enforcement,  allow  the  imposition 
of  sanctions; 

•  Creation  of  a  North  American  Commission  for  Environmental  Cooperation  to 
monitor  and  facilitate  joint  action  to  institutionalize  the  environmental  promise  of 
NAFTA.  o  ^  J 

All  of  this  adds  up  to  an  environmental  package  of  which  the  U.S.  can  be  proud. 
The  North  American  Free  Trade  Agreement  has  received  the  strong  endorsement 
of  environmental  groups  such  as  the  National  Wildlife  Federation,  World  Wildlife 
Fund,  Audubon  Society,  Environmental  Defense  Fund,  Natural  Resources  Defense 
Council,  and  Conservation  International,  representing  over  eighty  percent  of  mem- 
bership of  national  environmental  groups.  These  groups,  as  a  letter  to  the  Washing- 
ton Post  on  October  3  confirms,  support  the  agreement  because  they  believe  this 
package  is  a  major  step  forward  in  the  effort  to  integrate  environmental  protection 
and  trade. 

Mexico's  new  attention  to  environmental  concerns  is  nothing  short  of  extraor- 
dinary. Mexico  this  year  will  spend  almost  one  percent  of  its  GDP  on  environmental 
programs — a  massive  increase  over  previous  years  and  a  hallmark  for  a  developing 
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nation.  The  process  of  cleaning  up  our  border  will  take  time  and  a  strong  commit- 
ment to  mobilize  significant  amounts  of  capital.  Investments  in  clean  water,  sewage 
treatment,  and  waste  disposal  take  many  years,  even  in  this  country.  NAFTA  insti- 
tutionalizes the  strong  commitment  to  tnis  effort  which  exists  on  both  sides  of  the 
border.  This  commitment  is  highlighted  by  the  recent  agreement  between  the  U.S. 
and  Mexico  to  establish  two  new  mstitutions  dedicated  to  facilitating  clean-up  ef- 
forts in  the  border  region.  This  innovative  initiative  will  feature  a  border  environ- 
ment cooperation  commission  and  a  jointly-funded  border  finance  facility.  Both  insti- 
tutions will  be  used  to  mobilize  public  and  private  resources  to  clean  up  the  environ- 
ment in  the  border  region. 

Beyond  these  joint  efforts,  we  believe  NAFTA's  promise  for  Mexico  will  enable 
greater  environmental  investments.  No  country  has  ever  made  lasting  environ- 
mental progress  without  economic  progress.  Poverty  is  a  powerful  force  for  environ- 
mental degradation.  NAFTA  will  ensure  that  Mexico  has  the  tools  it  needs  to  work 
together  with  its  neighbors  to  promote  a  healthier,  more  secure  environmental  fu- 
ture. 

We  cannot  have  an  adequate  discussion  of  the  environment  or  political  and 
human  rights  as  they  affect  a  people  without  also  considering  the  totality  of  those 
people's  living  conditions,  including  their  economic  status.  The  conditions  in  which 
many  Mexican  workers  live  is  not  yet  at  a  level  which  we — or  the  Mexican  people 
themselves — would  like  to  see.  Working  class  neighborhoods  in  Mexican  border 
cities  do  not  have  the  level  of  public  services  which  we  would  deem  adequate, 
though  they  are  not  as  bleak  as  some  NAFTA  critics  would  charge.  NAFTA,  how- 
ever, presents  a  real,  tangible  solution  to  improving  those  conditions.  As  increased 
trade  oetween  the  U.S.  and  Mexico  results  in  a  rising  prosperity  for  the  citizens  of 
both  our  nations,  we  should  see  an  uplifting  of  the  living  standards  for  Mexican 
workers — not  only  along  the  border,  but  throughout  that  nation. 

A  generational  change  is  taking  place  in  Mexico  that  has  created  a  demand  by 
the  Mexican  people  for  better  government.  The  reforms  that  President  Salinas  has 
instituted  are  a  product  of  that  change;  they  are  not  the  product  of  one  man  which 
will  wither  with  his  departure.  The  modernization  that  NAFTA  will  help  to  bring 
will  increase  the  pace  of  change  in  Mexico  to  the  benefit  of  both  Mexico  and  the 
United  States. 

The  stakes  on  NAFTA  are  even  greater  than  the  potential  direct  impact  in  the 
United  States  and  Mexico.  Democratic  governments  in  the  hemisphere,  from  Argen- 
tina to  Venezuela,  correctly  see  NAFTA  as  our  response  to  their  efforts  to  open  their 
economies  to  trade  and  investment  with  the  United  States.  If  we  turn  our  oacks  on 
these  democracies,  we  run  the  risk  of  reversing  the  democratic  tide  which  has  swept 
over  most  of  the  western  hemisphere.  NAFTA  is  a  test  of  our  leadership  both  at 
home  and  in  Latin  America.  We  must  not  fail  that  test. 


["NAFTA:  Taking  the  U.S.  Economy  South,"  by  the  Transportation  Trades  Depart- 
ment of  AFL-CIO  may  be  found  in  the  committee's  files.] 

The  Chairman.  We  welcome  you  back. 

What  happens,  Ambassador  Kantor,  as  I  notice  very  dramati- 
cally, that  you  have  abandoned,  I  take  it,  the  iob  statistical  gain? 

Specifically,  last  month,  they  ran  this  ad  in  the  Washington  Post 
analyzing  where  you  had  been  maintaining  that  it  would  create 
200,000  jobs,  and  I  read  the  quote:  The  USTR  official  confirmed 
that  the  200,000  jobs  estimate  is,  quote,  not  a  net  figure,  although 
it  trumpets  it  like  one. 

Do  vou  agree  it  is  not  a  net  figure? 

Ambassador  Kantor.  I  have  always  said  very  carefiilly  that  is  an 
increase  in  jobs  strictly  related  to  increased  exports  to  Mexico,  and 
never  even  intimated  that  it  was  not  that  figure,  of  course,  not. 

The  Chairman.  And  that  figure  would  be  approximately  90,000 
jobs? 

Ambassador  Kantor.  No,  a  net  figure,  according  to  the  Congres- 
sional Budget  Office,  would  be  170,000.  Now,  that  is  only  exports. 
We  will  grow  other  jobs  in  other  areas  as  well. 

The  Chairman.  Well,  we  have  got  to  take  imports. 

Ambassador  Kantor.  If  I  could  finish,  Mr.  Chairman. 
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The  Chairman.  I  am  talking  about  net. 

Ambassador  Kantor.  Net,  we  will  lose,  according  to  the  Congres- 
sional Budget  Office,  not  according  to  the  administration,  about 
14,300  jobs  a  year  due  to  NAFTA.  In  an  economy  that  loses  about 
2  million  jobs  a  year,  that  is  not  a  major  impact.  We  will  grow 
100,000  jobs  each  year  in  the  first  2  years. 

Let  me  just  note,  in  the  auto  industry  alone,  we  will  export  $2 
billion  more  in  products  in  the  first  year  of  NAFTA  according  to  the 
Commerce  Department  study  that  just  came  out  last  week. 

The  Chairman.  Well,  right  quickly  then,  on  not  being  a  net  fig- 
ure, let  us  go  to  the  jobs  themselves.  Now,  as  the  Special  Trade 
Representative,  I  am  sure  you  are  confident  with  respect  to  GATT 
studies  that  have  been  made,  particularly  with  respect  to  textile 
employ.  In  fact,  the  USTR  had  a  special  study  made.  They  found 
in  the  phaseout  of  the  multifiber  arrangement  that  there  would 
over  1.1  million  jobs  lost.  That  was  deep  sixed.  They  did  not  want 
it  revealed.  That  was  not  in  your  administration. 

Thereafter,  the  industry  then  got  the  Wharton  study.  And  the 
Wharton  study  said  1.3  million  jobs.  And,  of  course,  the  textile  ex- 
ecutives come  to  me  and  say  just  generally,  we  cannot  go  along 
with  GATT  and  the  10-year  phaseout  because  we  will  lose  1  million 
jobs.  Are  you  familiar  with  that? 

Ambassador  Kantor.  Well,  first  of  all,  there  is  no  such  study  at 
USTR  nor  has  there  every  been.  At  least,  I  have  looked  all  over 

The  Chairman.  Oh,  I  will  bring  it  to  you  then. 

Ambassador  Kantor.  God  knows  I  have  looked  through  every 
drawer,  and  I  cannot  find  it. 

The  Chairman.  Well,  it  has  been  deep  sixed  over  there. 

Ambassador  Kantor.  That  is  No.  1. 

Let  me  say,  it  was  probably  before  January  20,  if  it  ever  existed, 
Mr.  Chairman. 

The  Chairman.  They  hid  it  down  in  the  Archives,  like  they  did 
the  rest  of  the  stuff. 

Go  ahead. 

Ambassador  Kantor.  Let  me  make  it — No.  1,  the  textile  industry 
supports,  as  you  know,  NAFTA. 

The  Chairman.  Wait  a  minute.  Let  us  get  to  the  figure.  I  want 
to  get  to  the  answers.  We  have  got  a  lot  here,  and  they  are  going 
to  have  a  rollcall.  You  are  not  familiar,  then,  with  any  special 
study  of  losing  1  million  jobs? 

Ambassador  Kantor.  There  is  no  such  study  about  losing  1  mil- 
lion jobs.  In  fact,  in  your  own  State  of  South  Carolina,  let  me  tell 
you  what  has  happened  to  textiles  as  Mexico  has  lowered  its  bar- 
riers in  the  last  5  years.  You  have  increased  your  textile  exports 
to  Mexico  500  percent. 

The  Chairman.  I  am  talking  about  GATT. 

Ambassador  Kantor.  And  in  Gatt,  our  textile  industry  has  met 
with  the  European  industry  and  has  come  to  a  basic  agreement  in 
tying  a  multifiber  arrangement  phaseout  to  market  access.  They 
would  support  that  if  those  are  tied  together — and  we  are  insisting 
upon  it. 

So,  frankly,  Mr.  Chairman,  we  are  getting  the  support  of  that  in- 
dustry, which  we  welcome. 
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The  Chairman.  Well,  let  us  go  to  South  Carolina  and  the  support 
of  that  industry.  Do  you  agree  with  this?  Mr.  Walter  Elijah  of 
Springs  down  there,  on  September  28,  stated:  But  those  low-wage 
jobs  were  destined  to  be  lost  anyway.  Elijah  contends,"We  will  al- 
ways lose  the  lowest  paying,  least  productive  firms  in  any  indus- 
try," the  Springs  executive  said,  "that  is  the  free  market  system." 

Do  you  agree  with  that? 

Ambassador  Kantor.  Well,  that  is  what  has  been  happening  in 
a  dynamic  economy,  with  world  competition.  But,  frankly,  the  tex- 
tile industry  is  one  of  our  most  productive  industries,  and  has  re- 
capitalized  

The  Chairman.  Oh,  I  know  about  its  productivity,  but  you 
know — wait  a  minute,  do  not  dissemble — ^you  know  what  I  am  talk- 
ing about.  There  are  1  million  apparel  workers  that  are  going  to 
lose  their  jobs.  Instead  of  $7.20  an  hour,  they  are  going  down  there 
for  58  cents  an  hour. 

Ambassador  Kantor.  No,  sir. 

The  Chairman.  You  do  not  agree  with  that? 

Ambassador  Kantor.  No,  sir,  I  do  not  agree  with  that,  with  all 
due  respect. 

The  Chairman.  So,  in  other  words,  all  the  labor  folks  that  are 
against  it,  particularly  the  ILGWU  and  the  Amalgamated  Clothing 
Workers,  they  do  not  know  what  they  are  talking  about.  And  they 
are  in  opposition.  You  are  talking  about  the  textile  industry. 

Ambassador  Kantor.  Well,  I  learned  a  lot  of  what  I  know  today 
from  Evry  Dubrow,  and  so  I  am  not  going  to  say  that  she  is — they 
are  concerned  because 

The  Chairman.  You  agree  with  Evry  Dubrow? 

Ambassador  Kantor.  No,  I  do  not  on  this  issue.  I  agree  with  her 
on  every  other  issue  in  life  but  this  one.  [Laughter.] 

Let  me  make  it  clear  to  you  that  we  have  had  a  problem.  We 
have  a  problem  in  this  country  with  lack  of  training,  lack  of  edu- 
cation, failure  to  invest  in  our  people,  not  keeping  the  deficit  down, 
not  having  a  low  interest  rate,  not  recapitalizing  for  business 

The  Chairman.  We  have  got  the  trading.  They  are  just  put  on 
a  special  program  about  our  industry.  Overall,  we  are  attracting 
BMW  and  all  the  other  blue  chip  corporations  of  America  with  a 
technical  training  system  that  I  instituted  30  years  ago. 

Ambassador  Kantor.  Because  we  have  the  most  productive 
workers  in  the  world. 

The  Chairman.  And  you  just  stated  that  we  are  the  most  produc- 
tive. Now,  you  are  hollering  that  we  are  not  educated.  I  mean, 
which  way  do  you  mean  to  testify? 

Ambassador  Kantor.  I  am  saying  we  are  going  to  become  even 
better  in  the  future  and  be  able  to  compete  successfully  with 
Japan,  Taiwan,  and  China. 

The  Chairman.  Well,  ultimately,  in  the  future. 

Ambassador  Kantor.  Let  me  say  that  our  problem  is  not  with 
low-wage  countries,  it  is  with  high-wage  countries.  What  is  fas- 
cinating is  we  have  a  trade  deficit  with  a  higher  wage  country, 
Japan,  and  a  trade  surplus  with  a  lower  wage  country,  which  is 
Mexico.  Productivity  is  the  key.  What  is  the  cost  per  unit?  That  is 
the  key  to  making  sure  you  are  competitive  in  a  world  economy. 
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And,  frankly,  we  are  doing  very  well  in  Mexico  and  south,  with 
400  million  consumers,  the  second-fastest  growing  economic  region 
in  the  world. 

The  Chairman.  All  right.  Let  us  go  to  a  real  fraud,  lacocca.  Let 
me  quote  him:  Let  us  not  twist  the  facts.  NAFTA  has  nothing  to 
do  with  the  jobs — so  forth  and  so  on. 

Now,  he  does  not  take  anything  substantial  right  along.  I  was 
going  to  get  into  the  cause,  because  we  have  got  all  the  facts  on 
that.  He  is  totally  wrong.  But  now  the  Japanese  and  Europeans 
think  NAFTA  is  a  bad  deal. 

Do  you  agree  with  that? 

AmDassador  Kantor.  Well,  Japanese  business  magazines  have 
been  railing  against  NAFTA  for  a  few  months  now.  The  reason  is 
they  see  NAFTA  as  building  a  trade  preference  zone  which  will  be 
the  largest  free  market  in  the  world,  meaning  Canada,  the  United 
States,  and  Mexico.  They  think  it  will  not  be  good  for  their  compa- 
nies, but  be  very  good  for  their  competitors  in  the  United  States. 
And  so,  therefore,  there  is  opposition  from  the  Japanese  to  this 
agreement. 

I  would  think  that  should  be  some  fodder  for  thought  for  all  of 
us. 

The  Chairman.  Well,  the  Bank  of  Tokyo,  bullish  on  Mexico.  The 
manufacturers  that  export  to  the  U.S.  market  would  obviously  ben- 
efit by  locating  in  Mexico,  where  their  products  crossing  the  border 
north  would  not  be  subject  to  tariffs,  he  said  in  a  recent  interview. 
Of  course,  the  number  of  new  factories  built  in  Mexico  by  Japanese 
companies  will  grow,  on  and  on  and  on. 

I  was  in  the  United  Kingdom  in  the  British-American  Par- 
liament— and  you  can  use  Senator  Heflin,  you  can  use  Senator 
Mathews,  you  can  use  Senator  Cochran,  you  can  use  Senator  Gor- 
ton here,  or  Senator  Stevens — they  were  unanimous,  the  United 
Kingdom  parliamentarians,  there  were  13,  NAFTA,  NAFTA, 
NAFTA.  They  were  all  for  NAFTA. 

Of  course,  I  faced  them  down  and  said,  look,  here,  what  Turkey? 
I  mean  you  do  not  mind  having  Turkey  in  NATO  and  fighting  and 
dying  for  you,  but  you  just  do  not  want  them  into  the  common  mar- 
ket to  trade  with  you.  And  they  thought  that  was  an  insult.  I  told 
them  it  was  a  fact.  [Laughter.] 

And  here  we  go  now,  they  were  absolutely  100  percent — let  us  go 
down  the  list  here,  with  an  eye  on  NAFTA,  U.S.  and  Mexican  firms 
provide  real  estate  services.  We  are  seeing  a  dramatic  increase  in 
the  number  of  companies  seeking  locations  in  Mexico.  Benswanger 
said  there  had  been  a  tremendous  amount  of  movement  by  Euro- 
pean, American,  and  Japanese  companies  into  Mexico  to  take  ad- 
vantage of  NAFTA. 

You  can  see  in  Businessweek,  Hong  Kong  companies  are  already 
ready  to  cash  in  on  NAFTA.  They  have  got  the  largest  yam  spin- 
ning plant  down  there.  The  Journal  of  Commerce  has  reported  how 
they  are  investing  right  and  left. 

We  can  go  down — China  considers  establishing  textile  plants  in 
the  United  States.  Germany,  Volkswagen  poured  in  $1  bilHon  in- 
crease. Japan,  Nissan  is  putting  in  $!  billion  increase  on  anticipa- 
tion, both  of  them,  not  on  the  Mexican  market  with  all  those  ex- 
ports flowing  down  there,  but  on  locating  at  a  duty-free  platform 
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into  the  richest  market  of  the  world — namely,  us,  the  United 
States. 

Now,  where  do  you  get  these  articles  that — you  show  me  one  ar- 
ticle where  they  say  they  are  worried  about  NAFTA. 

Ambassador  KA>rroR.  We  would  be  delighted  to  supply  that. 

No.  2,  let  me  say,  Mr.  Chairman 

The  Chairman.  All  right,  I  want  to  see  it.  And  I  am  going  to 
make  a  record  of  it,  and  the  press  will  keep  up  with  it. 

Ambassador  Kantor.  Right. 

The  Chairman.  Find  and  get  some  printed  quick,  because  there 
are  not  any. 

Ambassador  Kantor.  I  will  have  to  go  bum  the  midnight  oil;  will 
I  not? 

The  Chairman.  You  will  have  to  go  searching,  yes,  siree. 

Ambassador  Kantor.  May  I  answer  your  question? 

The  Chairman.  Please,  do. 

Ambassador  Kantor.  Yes,  sir.  Thank  you  very  much.  I  appre- 
ciate that.  I  understand  the  chairman's  concern  about  this. 

Let  me  say.  No.  1,  there  is  nothing  to  stop  any  company,  foreign 
or  domestic,  from  moving  to  Mexico  today  and  take  advantage  of 
a  free  trade  situation  now  but  only  going  one  way,  from  Mexico  to 
the  United  States. 

Frankly,  BMW  and  Mercedes-Benz  have  located  in  the  United 
States  because  they  see  us  as  having  the  most  productive  workers 
in  the  world,  who  will  even  become  more  productive  as  we  increase 
our  commitment  to  education,  welfare  reform,  a  balanced  budget, 
deficit  reform,  keeping  interest  rates  down,  and  increasing  the  flow 
of  profit  capital.  All  of  those  things  happening  make  this  an  attrac- 
tive place  for  people  to  locate.  And  that  is  why  you  are  seeing  BMW 
and  Mercedes  come  here. 

But,  without  the  NAFTA,  you  are  induced  to  go  to  Mexico.  Not 
only  Japanese  companies  and  German  companies,  but  U.S.  compa- 
nies. Because  you  can  hide  behind  high  tariff  barriers,  hide  behind 
unfair  rules,  locate  in  the  maquiladora  section  which  gives  you  an 
unfair  advantage  against  U.S.  companies  operating  here. 

Why  in  the  world  would  we  want  to  continue  that  unfair  situa- 
tion, which  hurts  American  workers  and  American  business?  Let 
us  change  it.  Let  us  make  it  better.  Let  us  make  sure  we  are  on 
a  level  and  fair  plajang  field.  And  we  will  grow  jobs  in  this  country 
and  send  products,  not  jobs,  south. 

The  Chairman.  Well,  you  know  you  cannot  get  a  level  playing 
field.  We  got  one  with  Canada  because  they  do  have  a  free  election; 
they  do  not  in  Mexico.  They  do  have  a  free  market  in  Canada;  they 
do  not  in  Mexico.  They  do  have  a  free  press  in  Canada;  they  do  not 
in  Mexico.  They  have  human  rights  in  Canada;  they  do  not  have 
them  down  in  Mexico — as  the  Secretary  has  just  attested  to.  They 
do  have  a  revered  judiciary  in  Canada;  they  have  got  a  corrupt  ju- 
diciary down  there  in  Mexico. 

Mexico,  No  Te  Wu,  March  the  29th,  said  a  proposed  North  Amer- 
ican Free  Trade  accord  would  boost  his  country's  investments  in 
Mexico.  Another  article  about  a  25-percent  tax  writeoff,  Chinese 
textile  companies  are  negotiating  joint  venture  plants  in  Mexico 
here,  and  I  will  read  the  one  sentence:  'The  Shanghai  Textile  Bu- 
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reau  has  brought  100,000  square  feet  of  land  in  the  Mexico  Trade 
Zone  for  a  textile  factory" — and  all.  It  is  down  and  down  the  list. 

And  yet,  you  have  got  that  fraud  lacocca  saying,  "Look,  the  Japa- 
nese and  the  Europeans,  trying  to  raise  that  straw  man,"  just  like 
the  administration  tried  in  the  morning  New  York  Times — "Clinton 
uses  Japan  to  sell  Mexico." 

Come  on.  You  folks  are  putting  on  the  durnedest  act  I  have  ever 
seen. 

Let  me  yield  here.  We  are  going  to  have  to  keep  time  here  if  we 
are  going  to  get  through  before  1 1  o'clock. 

Senator  Pressler.  OK.  Well,  I  will  move  right  along. 

First  of  all,  I  do  not  know  if  I  can  follow  that  strong  performance, 
but  I  am  a  strong  supporter  of  NAFTA,  but  I  have  a  feeling  that 
the  President  is  trying  to  waltz  through  this  dance  without  holding 
the  girl  very  close.  And  I  would  like  to  see  him  take  some  steps 
that  he  would  hold  the  girl  a  little  closer. 

Now,  you  cited  to  me  that  the  President  had,  in  his  AFL-CIO 
speech,  endorsed  it.  Indeed,  he  did  have  a  sentence  in  his  speech 
endorsing  it.  But  he  also — but  I  have  got  some  newspaper  articles 
saying  that,  really,  if  you  listen  to  the  whole  speech,  you  would 
think  he  was  against  it. 

At  one  point,  Clinton  said  NAFTA  has  become  "the  symbol  of  le- 
gitimate grievances  of  American  working  people  about  the  way 
they  have  been  worked  over  in  these  last  12  years."  That  is  what 
I  think.  I  think  these  grievances  are  legitimate,  and  so  forth.  So, 
if  you  listened  to  his  speech  at  the  AFL-CIO  convention,  it  would 
have  been  hard  to  know  which  side  of  it  he  was  on. 

Now,  let  me  just  continue. 

Ambassador  Kantor.  By  the  way.  Senator,  I  do  not  agree  with 
that,  as  you  know. 

Senator  Pressler.  OK,  that  is  fine.  But  the  point  is,  in  my 
State — and  I  am  for  NAFTA — but  in  my  State,  the  Farmers  Union, 
which  is  our  largest  farm  organization,  is  strongly  opposed  to  it.  All 
the  Perot  people  are  opposed  to  it.  He  got  33  percent  of  the  vote 
in  my  State,  which  is  unusually  high.  And  if  we  took  it — all  the  ref- 
erendums  at  the  State  fair  and  so  forth  came  out  against  NAFTA. 

So,  recently,  I  held  a  meeting  with  all  the  Farmers  Union  people 
around  me.  I  could  feel  them  breathing  on  my  neck.  But  they  are 
strongly  opposed  to  it.  So,  I  a  bruised  and  bleeding  Republican  Sen- 
ator supporting  my  Democratic  President. 

But  I  want  to  see  him  hold  one  of  his  town  meetings  out  in 
Michigan,  Ohio,  or  New  York  City,  with  local  labor  people,  because 
these  locals  are  where  the  opposition  is  coming  from.  Now,  the 
labor  organizations,  I  think  they  will  concede  that  there  are  going 
to  be  more  jobs  created,  but  they  are  not  going  to  be  union  jobs. 
That  is  their  problem.  A  lot  of  the  new  jobs  created  are  going  to 
be  nonunion.  That  is  why  the  unions  are  opposed  to  it,  in  my  opin- 
ion. 

But,  still,  to  pursue  my  point,  I  would  like  to  see  him — and 
maybe  Secretary  Wirth  can  get  him  to  do  this — to  hold  a  nationally 
televised  town  meeting  with  all  the  environmental  leaders  who  are 
opposing  this.  And  the  White  House  can  identify  them.  And  I  am 
not  putting  the  President  on  the  spot,  but  this  needs  to  be  done. 
Maybe  he  can  get  the  former  Presidents  up  here.  But  that  looks 
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like  that  is  a  Presidential  prerogative,  Presidents  supporting  each 
other.  Most  of  the  former  Presidents  there  were  Republicans. 

That  does  not  move  a  single  local  labor — if  you  have  ever  tried 
to  talk  to  a  local  labor  union,  they  do  not  pay  much  attention  to 
what  their  leaders  or  the  President  says  or  what  I  say.  They  have 
their  opinions. 

But  I  want  to  see  the  President  hold  about  a  half  dozen  of  these 
town  meetings  that  he  holds  so  well  on  health  care  and  everything 
else.  Go  out  to  Michigan  and  gather  around  him  labor  union  lead- 
ers. Go  to  San  Francisco  and  get  all  the  environmental  leaders  who 
are  opposed  to  it.  Go  to  Florida  and  get  the  citrus  growers  who  are 
opposed  to  it.  And  have  an  exchange  with  them. 

Now,  that  is  the  kind  of  leadership  we  need.  That  is  what  the 
rest  of  us  are  doing.  White  House  things  are  fine.  This  inside  the 
Beltway — I  was  there  yesterday.  All  tne  corporate  leaders  were 
there.  He  can  tell  them. 

But  there  have  been  several  articles  that  have  suggested — and  I 
am  quoting  from  one — "For  all  his  zeal,  Clinton  misses  opportunity 
after  opportunity  to  make  the  case  for  NAFTA."  And  this  raises  a 
suspicion  that  he  is  playing  a  finesse  game.  Surely  he  wants  the 
treaty  ratified,  but  not  if  it  means  confronting  core  constituency 
groups  in  the  Democratic  Party  opposed  to  NAFTA,  such  as  orga- 
nized labor. 

So,  I  do  not  want  to  see  the  President  continue  to  waltz  through 
this  without  holding  the  lady  a  little  closer. 

Do  you  see  what  I  am  saying? 

Mr.  WiRTH.  Senator  Pressler,  if  I  might,  just  for  a  minute. 

You  mentioned  a  number  of  times  meeting  with  the  leadership 
of  the  environmental  groups  opposed  to  NAFTA.  I  think  it  is  impor- 
tant to  point  out  that  six  out  of  the  seven  major  environmental 
groups  in  the  country  have  endorsed  NAFTA — EDF,  the  Environ- 
mental Defense  Fund,  the  Natural  Resources  Defense  Council, 
Conservation  International,  the  Audubon  Society,  the  World  Wild- 
life Fund,  and  the  National  Wildlife  Federation — representing  80 
percent  of  individuals  in  the  United  States  who  are  members  of  na- 
tional organizations  that  are  environmental  organizations. 

I  mean  it  is  overwhelming  in  terms  of  the  environmental  support 
for  NAFTA. 

In  terms  of  going  into  the  backyard  of  those  who  are  opposed,  as 
you  know,  the  Sierra  Club  is  based  in  San  Francisco.  We  had  a 
large  town  meeting  yesterday  in  San  Francisco  at  which  not  100 
or  200,  but  1,400  people  came  to  discuss  where  we  were  headed. 

Senator  Pressler.  On  NAFTA? 

Mr.  WiRTH.  On  NAFTA  and  a  series  of  other  issues. 

We  took  a  poll.  We  asked  people,  on  a  show  of  hands,  in  San 
Francisco,  where  they  were  on  NAFTA.  And  it  was  like  9  out  of  10 
for  NAFTA.  It  is  overwhelming  there  in  that  particular  situation. 

Now,  I  just  wanted  to  point  that  out. 

Senator  Pressler.  Was  the  President  at  this  town  meeting? 

Mr.  Werth.  No,  this  was  a  town  meeting  of  the  State  Depart- 
ment on  a  series  of  things  that  we  have  been  doing  around  the 
country. 

Senator  Pressler.  Now,  Tim,  we  are  on  the  same  side  here.  I  am 
trying  to  work  together  with  you.  I  want  to  see  the  President  go 
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out  in  the  country  and  have  these  town  meetings  that  he  is  so  good 
at,  five  or  six  of  them,  with  core — now,  you  know  the  Sierra  Club 
is  opposed  to  it — I  would  like  to  see  him  sit  down  with  the  environ- 
mentalists who  are  opposed.  The  White  House  is  very  good  at  se- 
lecting audiences.  I  am  not  picking  on  the  President;  I  am  on  your 
side.  This  is  what  we  need  to  do  to  get  this  thing  passed,  in  this 
Senator's  judgment. 

Tell  the  President  that  one  bruised  and  bleeding  Republican  Sen- 
ator is  going  to  be  with  him,  but  I  want  him  to  get  bruised  a  little 
bit,  too. 

He  needs  to  get  out  there  with  his  core  constituency.  He  is  so 
good  at  that  with  his  health  care.  Why  can  he  not  do  that  with 
NAFTA  in  five  or  six  locations? 

Ambassador  Kantor.  Senator  Pressler,  with  all  due  respect 

Senator  Pressler.  On  national  television. 

Ambassador  Kantor.  We  are  considering  a  number  of  things  and 
we  will  do  them.  But  in  the  last  7  days  he  made  a  speech  in  North 
Carolina  and  he  made  a  radio  address  to  the  Nation.  He  had  the 
products  day  yesterday.  He  met  with  over  60  Members  of  Congress 
all  strictly  dedicated  to  NAFTA. 

In  the  last  12  months  he  took  on  a  very  tough  issue  in  his  cam- 
paign which  put  a  number  of  States  at  risk  when  he  came  out  for 
NAFTA  because  he  thought  it  was  the  responsible  thing  to  do. 

Senator  Pressler.  During  the  campaign  he  gave  just  as  many 
signals  against  NAFTA.  I  remember  that  very  well. 

Ambassador  Kantor.  On  October  4,  1992  in  Raleigh,  NC,  at 
North  Carolina  State  University  he  made  a  ringing  endorsement  of 
NAFTA  with  the  side  agreements,  with  all  due  respect. 

Senator  PRESSLER.  I  have  got  some  of  his  quotes  here,  his  ringing 
endorsements.  The  symbol  of  legitimate  grievances  of  the  American 
people  about  they  way  they  worked  in  the  last  12  years,  that  is 
what  he  said  NAFTA  is  in  his  endorsement.  Boy,  I  hope  he  does 
not  endorse  me  in  my  next  election  with  that  kind  of  language. 

Ambassador  Kantor.  I  do  not  think  you  have  to  worry  about 
that  too  much,  Senator.  [Laughter.] 

Although  we  are  happy  to  have  your  support  on  this  one.  [Laugh- 
ter.] 

Senator  Pressler.  Good,  I  appreciate  that.  [Laughter.] 

I  want  to  ask  a  series  of  questions  about  the  wheat  producers. 
You  are  well  aware  of  our  wheat  producers  concerns  regarding  Ca- 
nadian trading  practices  in  the  U.S.  and  Mexican  wheat  markets. 
What  do  you  intend  to  do  to  address  this  matter? 

Ambassador  Kantor.  First  of  all,  we  have  used  the  Export  En- 
hancement Program  in  Mexico  and  China  to  try  to  address  what 
we  consider  unfair  and  even  illegal  subsidy  practices  by  the  Cana- 
dian Government  using  the  Western  Grain  Transportation  Act,  and 
also  using  the  Canadian  Wheat  Board,  which  has  no  transparency, 
to  subsidize  Canadian  durum  wheat,  which  has  now  taken — Sen- 
ator Dorgan,  correct  me  if  I  am  wrong  with  these  numbers — 25  per- 
cent of  our  market  and  70  percent  of  the  Mexican  market. 

Let  me  indicate,  2  years  ago  they  had  0  percent  of  the  Mexican 
market  in  durum  wheat.  I  think  those  facts  are  correct.  It  has  now 
gone  to  70  percent. 
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Now,  with  the  EEP  program,  which  we  have  used  now  in  Mexico 
and  China,  we  are  making  inroads.  We  have  not  solved  the  prob- 
lem. As  you  know,  we  were  not  in  opposition  to  the  end-use  certifi- 
cate legislation  which  was  attached  to  the  reconciliation  bill,  but 
because  of  the  Byrd  amendment  it  was  stripped  out. 

We  are  now  working  with  not  only  Senator  Dorgan's  staff  but 
Senator  Conrad's  staff.  We  would  be  glad  to  work  with  your  staff 
and  Senator  Baucus  in  trying  to  look  at  that  end-use  problem 
again. 

Obviously  there  is,  as  you  know,  a  recommendation  sitting  on  the 
Secretary  of  Agriculture's  desk  today  regarding  section  22.  The  Sec- 
retary has  not  sent  a  recommendation  to  the  President.  We  will  all 
give  our  recommendations  to  the  President  when  that  occurs. 

This  is  a  major  problem,  we  agree.  We  are  concerned  about  it. 
We  are  certainly  well  aware  and  we  have  talked  about  it  at  many 
different  hearings  both  in  public  and  in  private. 

The  Chaerman.  Senator  Stevens 

Senator  Stevens.  Thank  you  very  much.  Ambassador  Kantor,  I 
thank  you  very  much  for  the  reply  that  you  sent  me  yesterday  to 
the  questions  I  posed  to  you,  and  I  am  going  to  ask  the  chairman 
to  put  the  questions  and  those  replies  into  the  record  so  I  will  not 
be  redundant. 

Let  me  tell  you  where  I  am  coming  from.  To  start  with,  I  see 
Canada  and  Mexico  as  to  very  strong  federal  governments,  over- 
powering federal  governments.  We  are  a  Federal  Government  of 
limited  powers  with  reserved  powers  to  the  States.  And  I  fear  and 
I  am  concerned  about  what  NAFTA  and  the  side  agreements  do  to 
State  powers.  I  think  you  are  going  to  hear  more  and  more  about 
that  as  we  go  along. 

Let  me  ask  you  just  a  series  of  quick  questions  because  I  am  one 
that  cannot  come  back.  I  am  one  of  the  comanagers  of  this  bill  after 
these  votes. 

You  said  in  a  letter  2  weeks  ago  to  Bill  Archer,  we  agree  with 
your  assessment  that  the  environmental  side  agreements  are  not 
trade  agreements  negotiated  pursuant  to  fast  track  procedures,  and 
we  will  not  ask  Congress  to  approve  the  supplemental  agreements 
as  trade  agreements  pursuant  to  the  fast  track.  My  question  to  you 
is.  Will  you  ask  Congress  to  approve  them  at  all? 

Ambassador  Kantor.  Oh,  yes  we  will.  They  are  executive  agree- 
ments, not  trade  agreements.  Therefore,  of  course,  they  are  the  pre- 
rogative of  the  executive,  but  we  will  ask  them  to  be  approved 
along  with  the  entire  package. 

Senator  Stevens.  But  that  is  the  fast  track.  I  just  checked  on 
that  last  night,  and  the  language  on  the  fast-track  approval  in  fact 
does  incorporate  by  reference  these  two  side  agreements,  which  is 
not  what  you  told  Bill  Archer. 

Ambassador  Kantor.  They  incorporate  them  by  reference,  but 
they  are  not  trade  agreements  under  the  technical  definition  of  a 
fast-track  agreement,  but  they  can  go  along  with  the  entire  pack- 
age— the  implementation  legislation,  the  statement  of  administra- 
tive action,  and  the  side  agreements  all  in  one  package  with  the 
NAFTA  itself. 

Senator  Stevens.  Well,  respectfully,  now  you  agreed  that  they 
were  not — you  were  not  going  to  ask  for  them  to  be  approved  pur- 
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suant  to  the  fast  track.  They  are  in  the  fast-track  bill.  They  are 
going  to  be  approved  by  fast  track.  We  cannot  amend  this  approval 
legislation.  They  are  going  through  here  on  the  fast  track. 

Now,  I  would  urge  you  to  reconsider  that.  Either  you  meant  what 
you  said  when  you  told  Bill  Archer  they  would  not  be  approved 
under  the  fast  track  or  you  are  going  to  have  to  tell  Bill  Archer  you 
were  wrong. 

Ambassador  Kantor.  No,  it  is  not  wrong.  It  is  just  the  matter 
that  the  implication  that  you  are  drawing  from  it  is  not 

Senator  Stevens.  Are  they  going  to  be  approved  under  the  fast 
track  or  not? 

Ambassador  Kantor.  Yes,  sir.  During  the  fast-track  procedure 
you  will  get  to  vote  not  only  on  the  NAFTA  itself,  not  only  on  the 
implementation  legislation,  not  only  on  the  statement  of  adminis- 
trative action,  but  on  the  side  agreements  as  well. 

Senator  Stevens.  But  if  they  are  part  of  the  fast  track  I  cannot 
offer  an  amendment.  I  cannot  offer  reservations  to  them.  I  cannot 
offer  any  kind  of  limitation  at  all. 

Ambassador  Kantor.  That  is  right,  but  we  are  going  through 
now 

Senator  Stevens.  You  are  going  to  put  them  in  the  fast-track 
bill? 

Ambassador  Kantor.  Yes,  sir. 

Senator  Stevens.  Well,  that  is  not  what  you  told  Bill  Archer. 

Ambassador  Kantor.  But  they  are  not  part  of  the  NAFTA.  They 
are  not  a  trade  agreement.  That  is  the  distinction  we  are  trying  to 
draw  there.  I  admit  it  is  a  narrow  and  very  technical  distinction. 

Senator  Stevens.  It  is  damn  technical,  pardon  me,  because  it 
means  that  those  of  us  who  have  real  reservations  about  the  side 
agreements  are  not  going  to  vote  for  NAFTA.  Now,  I  am  going  out 
now.  You  just  made  me  a  confirmed  opponent  of  NAFTA. 

Let  me  ask  you  a  series  of  questions. 

Ambassador  Kantor.  Well,  let  me  say,  Senator  Stevens,  right 
now  we  are  going  through  a  lengthy  and  detailed  process  in  both 
the  House  and  the  Senate  in  the  nonmarkup  process  where  we  are 
taking  amendments  which  affect  the  NAFTA  itself.  And  in  fact,  if 
you  have  some  concerns  with  these  agreements  you  can  affect  that 
by  the  implementation  legislation. 

Senator  Stevens.  You  try  it  on  the  floor  under  the  fast-track  ap- 
proval. You  cannot  do  it  on  the  floor.  I  do  not  happen  to  be  on  those 
committees.  I  have  got  limited  time,  my  friend. 

If  I  may,  respectfully,  I  would  just  like  to  move  on.  Let  me  re- 
mind you,  and  my  friend  from  Colorado  too,  back  at  the  time  when 
we  got  the  pipeline  approved  by  one  vote  in  the  U.S.  Senate,  Can- 
ada sent  plane  loads  of  parliamentarians  and  lobbyists  down  here 
to  prevent  the  passage  of  the  pipeline  legislation.  They  did  that  be- 
cause they  want  the  oil  from  Alaska's  north  to  come  down  the  Mac- 
kenzie River  so  that  the  oil  that  has  been  proved  up  in  the  Beau- 
fort Sea  can  come  to  market. 

Now  we  understand  them,  but  I  want  to  know  literally  now  what 
does  this  side  agreement  on  the  environment  do  as  far  as  the  por- 
cupine herd,  which  Ambassador  Wirth  or  Counselor — whatever  we 
call  you  Tim,  knows  very  well. 
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Now,  the  porcupine  herd  is  used  by  the  opponents  of  developing 
the  Arctic  as  the  excuse  for  not  developing  the  oil  and  gas  in  the 
Arctic.  It  is  now  subject  to  being  reviewed  by  Ambassador  Wirth 
or  Counselor  Wirth  and  others. 

What  does  this  commission  have  to  do  with  the  porcupine  herd? 
That  is  the  only  transcontinental  resource  that  I  know  we  have 
with  Canada,  and  it  is  covered  by  the  side  agreement. 

Ambassador  Kantor.  On  transboundary  questions  which  you 
have  raised,  if  I  follow  your  question  correctly.  Senator,  the  answer 
is  the  environmental  side  agreement  does  not  authorize  the  council 
or  any  other  body  to  implement  domestically  recommendations  the 
council  makes  pursuant  to  article  10  regarding  transboundary  and 
environmental  issues.  If  those  are  going  to  be  changed,  they  are  to 
be  done  by  the  Congress  of  the  United  States.  They  cannot  be  done 
by  this  council  or  commission. 

Senator  Stevens.  Well,  now  that  gets  me  to  my  other  series  of 
questions  because  that  is  what  is  implied  in  your  answers  you  gave 
me  last  night. 

What  effect  then  do  these  side  agreements  have  as  far  as  Federal 
law  is  concerned?  Do  they  modify  any  Federal  laws? 

Ambassador  Kantor.  No,  they  do  not.  What  they  do  is  they  in- 
duce and  force  each  of  the  participants  to  enforce  their  existing 
laws. 

Senator  Stevens.  You  are  asking  they  be  ratified  in  this  agree- 
ment. The  side  agreements  will  be  included  by  reference,  I  was  told 
last  night,  in  this  fast  track.  And  that  makes  them  in  effect  ap- 
proved by  Federal  law.  Do  they  have  the  status  of  Federal  law? 

Ambassador  Kantor.  They  have  the  status  but  all  they  do  is 
commit  us  to  enforcing  our  own  laws. 

Senator  Stevens.  An  Executive  agreement  not  subject  to  any 
participation  by  Congress  has  the  effect  of  Federal  law.  Do  you 
know  what  that  does  to  my  State  law;  do  you  not? 

Ambassador  Kantor.  It  has  no  effect. 

Senator  Stevens.  Under  the  supremacy  clause  it  means  sud- 
denly we  have  amended  State  laws  whether  the  States  like  it  or 
not. 

Ambassador  Kantor.  Senator,  with  all  due  respect,  there  is 
nothing  in  these  side  agreements  of  NAFTA  that  does  not  allow  the 
State  full  freedom  to  pass  laws  in  the  environmental  area,  the 
standards  area,  other  areas  which  have  been  more  stringent  or 
even  less  stringent  than  they  have  right  now.  There  is  nothing  in 
here  that  requires  that.  These  recommendations  are  just  that. 

Senator  Stevens.  Now,  wait  a  minute.  I  consider  you  a  good 
friend.  I  want  you  to  be  specific  now.  One  of  the  agreements  says 
that  States  would  not  be  prohibited  from  having  higher  standards 
than  the  Federal  Grovernment. 

Ambassador  Kantor.  That  is  right;  yes,  sir. 

Senator  Stevens.  But  are  they  prohibited  from  having  lower 
standards  than  the  Federal  Government  where  there  is  no  federal 
government  lower  than  Mexico  or  lower  than  Canada  in  terms  of 
our  laws?  We  have  specific  laws  that  we  reserve  to  the  States.  We 
have  got  Federal  standards  in  some  instances.  In  other  instances 
we  defer  to  the  States  for  their  individual  standards. 
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For  instance,  water  quality.  Water  quality  is  reserved  to  the 
States  under  our  law,  it  is  not  under  Canada's.  Now,  I  think  that 
by  incorporating  this  agreements  by  reference,  negotiated  executive 
agreements  between  two  very  strong  federal  governments,  you  are 
negating  a  lot  of  States'  rights. 

Ambassador  Kantor.  No,  sir.  Let  me  say  it  very  clearly.  Govern- 
ments remain  free  under  the  NAFTA  to  determine  the  level  of  en- 
vironmental protection  they  determine  appropriate.  Accordingly,  a 
government  could  provide  a  waiver  or  other  derogation  because  it 
determined  that  it  was  appropriate  in  light  of  the  level  of  environ- 
mental protection  it  desired  rather  than  for  the  purpose  of  encour- 
aging investment.  That  is  clear. 

The  States  are  free  to  change  their  laws  and  so  is  the  Federal 
Government.  What  we  are  talking  about  in  the  side  agreements  is 
enforcing  under  the  dispute  settlement  process  the  enforcement  of 
your — ^your,  meaning  Mexico,  Canada,  the  United  States — existing 
laws.  That  is  what  is  going  to  raise  the  standards.  That  is  the  pur- 
pose of  the  side  agreements,  not  to  create  some  supernational  au- 
thority which  invades  the  sovereignty  of  any  one  of  these  govern- 
ments, or  State  governments  for  that  matter. 

Senator  Stevens.  Well,  respectfully,  you  state  a  nice  case  but 
that  is  not  the  case  under  these  agreements  because  we  have  no 
way  of  assuring  that.  These  are  now  going  to  have  the  status  of 
Federal  law  without  any  review  by  those  of  us  who  represent 
States. 

Now,  my  time  is  running  out.  Let  me  move  on  to  one  other  sub- 
ject. 

Ambassador  Kantor.  If  I  could  just  make  one  more  point  if  you 
do  not  mind.  Senator,  really  quickly.  It  is  only  a  pattern  of  non- 
enforcement  that  goes  into  the  dispute  settlement,  not  individual 
cases.  It  has  no  effect  in  the  area  that,  with  all  due  respect,  you 
are  referring  to. 

Senator  Stevens.  Well,  we  can  argue  about  that  later,  at  some 
time  I  hope.  But  there  is  another  issue  that  bothers  me  consider- 
ably. 

My  State  led  the  fight  against  driftnets.  I  introduced  a  bill  to 
outlaw  driftnets  within  a  200-mile  limit.  Congress  passed  it.  We 
went  to  the  U.N.  for  a  moratorium.  We  got  it.  We  finally  got  a  total 
ban  on  driftnets.  And  part  of  the  law  we  passed  following  that  was 
the  High  Seas  Drift  Net  Enforcement  Act.  We  can  ban  imports 
from  nations  that  do  not  follow  that  ban,  and  we  have  other  provi- 
sions under  the  Federal  law  concerning  fishery  products.  This  is  in 
the  areas  outside  the  200-mile  limit  in  particular. 

Now,  our  communities  are  now  saying  that  this  NAFTA  agree- 
ment means  that  we  could  not  enforce  these  sanctions  under  our 
laws  and  other  laws  against  Canada  or  Mexico  because  of  the  pro- 
visions of  NAFTA.  In  particular,  we  have  automatic  sanctions 
against  countries  that  do  in  fact  sanction  the  use  of  driftnets. 

Now,  you  may  want  to  put  this  in  the  record,  and  my  time  is 
over  I  think.  Yes,  it  is.  I  can  tell  you  that  the  particular  provisions 
of  Federal  law  that  give  us  the  protection  against  Canada  and  Mex- 
ico are,  in  my  opinion,  emasculated  by  the  combination  of  NAFTA 
and  that  environmental  agreement,  and  I  think  that  is  wrong.  And 
I  intend  to  pursue  it  further  on  the  floor.  And  you  have  just  made 
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me  a  confirmed  opponent,  Mr.  Chairman,  of  NAFTA.  I  intend  to 
join  you. 

Ambassador  Kantor.  I  tried  not  to  be  that  persuasive.  Senator, 
but  let  me  just  say  the  laws  you  are  referring  to  are  exempt  from 
the  dispute  settlement  process  under  this  agreement. 

Senator  Stevens.  Well,  it  just  so  happens  in  this  case  I  think  I 
am  joined  by  the  environmental  community.  They  are  the  ones  that 
basically  have  raised  the  concern  as  well  as  my  State. 

Ambassador  KA>rroR.  Well,  what  you  referred  to  in  your  letters, 
and  it  was  well  put,  article  45(2)(c)  and  article  45(2)(b),  it  is  abso- 
lutely clear  they  are  exempt  and  there  is  no  doubt  about  it  on  the 
part  of  any  one  of  the  three  countries  that  reached  this  agreement. 

The  Chairman.  Senator  Burns. 

Senator  Burns.  Thank  you,  Mr.  Chairman.  That  is  a  hard  act  to 
follow,  two  of  them  in  a  row,  three  of  them,  and  it  always  marvels 
me  about  this  place  here  that  before  we  finally  pass  something  we 
can  always  say  it  is  absolutely  clear  that  this  is  going  to  happen, 
and  then  after  it  happens  then  all  the  fog  arises.  That  is  why  I 
think  still  our  best  kick  is  to  close  every  law  school  in  America  for 
the  next  20  years  and  write  some  smaller  words. 

There  are  a  couple  of  things  that  I  want  you  to  clear  up  because 
you  already  know  what  my  problem  is.  My  problem  is  with  sugar, 
and  there  is  no  use  to  beat  that  horse  to  death  here  today.  We  have 
already  had  a  private  meeting,  and  I  appreciate  your  openness  and 
your  being  candid  with  us,  also  with  the  grains  and  that  has  in- 
creased. 

And  so  when  we  start  talking  about  the  practical  application  of 
sacrificing  States'  rights,  I  think  it  is  pretty  clear  our  States,  the 
border  States  on  Canada,  have  little  or  nothing  to  say  about  how 
we  could  impact  it  or  our  markets  get  impacted.  So,  I  would  say 
that. 

But  I  want  you  to  clarify  two  things.  It  has  been  in  the  news  and 
I  am  not  clear  on  it,  but  I  wanted  to  let  you  give  your  version  of 
it.  Are  the  transportation  fees  to  replace  the  $2.3  billion  loss  if  our 
tariffs,  if  those  walls  go  clear  down?  How  are  you  going  to  replace 
that  revenue,  and  also  the  cost  of  the  displaced  labor  force  that  you 
have  recommended,  if  you  would  clarify  that  for  this  committee? 

Ambassador  Kantor.  Yes,  sir,  and  I  will  be  very  quick.  I  know 
you  are  running  out  of  time,  Mr.  Chairman. 

On  the  first,  we  have  put  an  option  in  front  of  both  Ways  and 
Means  and  the  Senate  Finance  Committee.  We  are  trying  to  work 
with  them  to  come  to  the  best  solution. 

We  are  looking  at  hopefully — one-half  of  what  we  have  to  do  in 
the  pay-go  system  to  make  up  in  the  static  budget  concept,  which 
really  makes  it  very  difficult,  as  you  know,  would  be  in  cuts  and 
savings,  and  one-half  would  be  in  raising  fees,  which  have  not  been 
raised  since  1986. 

We  have  now  cut  the  fee,  the  increased  fee  from  $5  to  $2.50  on 
passenger  travel  on  airlines  and  boats.  The  reason  we  have  done 
that  is  to  lessen  any  burden  on  travel.  We  have  doubled  the  fees, 
which  are  very  small,  on  trucks  and  railcars,  because  they  will  be 
the  big  winners,  as  you  know,  in  the  NAFTA  now. 

Your  second  question — I  am  sorry,  it  had  to  do  with 

Senator  Burns.  Worker  displacement. 
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Ambassador  Kantor.  There  is  an  18-month  program. 

Senator  Burns.  It  sounds  Hke  an  entitlement  program  to  me, 
and  I  am  very  cautious. 

Ambassador  Kantor.  Well,  Senator,  I  have  got  to  tell  you  that 
we  have  a  problem  in  this  country.  Forget  about  NAFTA  just  one 
second.  We  lose  2  million  jobs  a  year  because  of  global  competition, 
new  technology,  dynamic  economy.  It  is  going  to  happen. 

We  have  got  to  work  with  those  folks  who  are  displaced  for  re- 
training, reeducation,  job  placement,  and  income  supplements  in 
order  to  make  sure  we  are  faithful  to  the  people  who  have  worked 
hard  and  played  by  the  rules  and  through  no  fault  of  their  own  get 
displaced  in  this  country,  and  we  are  trying  to  develop  a  program 
overall  in  this  administration  to  address  that,  regardless  of  why 
someone  loses  their  job. 

In  the  meantime,  all  we  are  trying  to  do  is,  until  we  have  a  com- 
prehensive program  that  makes  sense,  is  to  have  a  bridge  program 
with  NAFTA  to  make  sure  no  one  is  insecure  because  they  might 
lose  their  job  due  to  NAFTA.  That  is  all  we  are  doing. 

Senator  Burns.  OK  Then  my  last  question,  and  if  you  would  ad- 
dress this,  because  of  being  where  we  are,  we  are  watching  the 
trend  of  what  has  happened  politically  in  Canada. 

The  election  comes  up  on  the  25th  of  this  month.  We  think  right 
now,  and  the  polls  would  indicate,  that  there  is  going  to  be  a 
change  up  there,  and  some  of  the  liberals  and  along  with  the  new 
Democratic  Party  up  there  have  indicated  that  they  will  not — if 
they  are  successful  in  the  elections  this  month  will  not  go  along 
with  NAFTA,  will  not  ratify  NAFTA. 

We  are  getting  that  indication,  and  I  am  listening  to  Canadian 
radio,  Calgary  radio,  Leathbridge,  whatever,  and  the  Canadian 
Broadcasting  System.  That  is  what  I  am  listening  to. 

I  would  like  for  you  to  comment  on  that.  Are  we  going  through 
an  exercise  here  that  could  be  deep  sixed,  so  to  speak,  by  Canada 
as  a  result  of  these  elections? 

Ambassador  Kantor.  With  your  forebearance,  and  with  due  re- 
spect, if  I  could  be  somewhat  cautious  in  my  answer,  we  are  in  the 
last  4  or  5  days,  or  6  days  of  another  country's  election  campaign. 
I  would  rather  not  comment  on  that  issue  in  terms  of  the  politics 
of  it.  First  of  all,  I  am  not  an  expert  in  Canadian  politics — some 
would  say  not  even  in  U.S.  politics,  given  my  track  record — but  I 
do  not  want  to  comment. 

I  will  comment  on  this.  We  believe  strongly  we  are  not  going 
through  any  futile  exercise  here. 

Senator  Burns.  OK  I  was  just  wondering  why  Senator  Lott 
perked  up.  I  mean,  where  it  is  OK  to  put  fees  on  trucks,  airlines, 
railroads,  but  he  does  not  want  any  on  boats.  [Laughter.] 

Thank  you,  Mr.  Ambassador.  I  appreciate  that  very  much. 

Ambassador  Kantor.  I  think  I  will  let  you  two  talk  about  that. 
I  am  not  going  to  get  into  that. 

The  Chairman.  The  vote  was  moved  to  11:20.  I  have  Bryan,  Gor- 
ton, Hutchison,  Dorgan,  Mathews,  Exon,  McCain,  Lott.  Senator 
Bryan.  . 

Senator  Bryan.  Thank  you  very  much,  Mr.  Chairman.  This  has 
been  a  fine  performance.  I  am  glad  Counselor  Wirth  joined  us  on 
the  other  side  of  the  table. 
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I  would  like  to  pursue  one  line  of  questions  that  you  just  engaged 
in  with  the  Senator  from  Montana,  and  that  is  the  financing  of  the 
$2.3  million.  As  you  know,  Mr.  Ambassador,  the  paper  has  been  re- 
plete with  much  coverage  of  that  this  week. 

The  taxes  that  are  being  contemplated  with  respect  to  air  pas- 
sengers is  something  that  is  of  concern  to  me.  You  know  where  I 
live,  and  you  know  where  our  economy  is  with  tourism,  so  the  im- 
pact of  this  could  fall  disproportionately  on  my  own  State. 

Currently,  as  you  know,  we  have  a  10-percent  ticket  tax,  we  have 
a  $6  international  departure  tax,  a  customs  fee  of  $5,  an  immigra- 
tion fee  of  $5,  an  agricultural  fee  of  $2,  and  many  airports  have 
passenger  facility  charges  as  well.  The  notion  that  somehow  this 
offset  is  to  be  financed  with  increased  fees  on  the  airline  industry 
is  something  that  I  find  troublesome,  particularly  in  light  of  the 
fact  that,  as  you  know,  earlier  this  year  the  President,  I  think  quite 
appropriately,  convened  the  Baliles  commission. 

Several  Members  that  are  here  today  on  this  panel  served  as 
nonvoting  members  on  that  panel,  and  although  the  airline  indus- 
try appears  to  be  having  a  better  third  quarter,  as  you  know,  that 
industry  has  been  hemorrhaging  severely,  and  the  purpose  of  con- 
vening that  commission  was  to  make  sure  that  we  do  not  lose 
major  carriers,  which  is  an  important  part  of  the  travel  and  the 
business  infrastructure  of  America. 

Could  I  get  you  to  expand  on  your  answer  to  Senator  Burns  with 
respect  to  the  rationale  for  imposing  these  additional  fees,  particu- 
larly on  airline  service,  because  as  you  know,  that  is  an  industry 
that  has  not  weighed  in  against  NAFTA,  but  they  have  been,  at 
best,  lukewarm — that  is  my  characterization,  and  they  may  want 
to  describe  their  performance  otherwise — and  they  see  very  little  in 
the  way  of  a  quid  pro  quo  that  comes  to  them  as  a  result  of  that, 
and  there  are  some  concerns  about  the  financial  viability,  as  you 
know,  of  a  number  of  our  carriers. 

Ambassador  Kantor.  I  am  sorry  for  my  truncated  answers,  but 
given  the  time,  I  am  trying  to  be  quick  here 

Senator  Bryan.  I  understand  that. 

Ambassador  Kantor  [continuing].  Because  of  the  chairman's  ad- 
monition, and  appropriate,  and  proper  given  your  heavy  schedule, 
or  the  Senate's  heavy  schedule. 

One,  this  fee  applies  not  only  to  U.S.  passengers  but  to  foreign 
travelers.  Foreign  travelers  will  pay  about  one-half.  They  already 
pay  about  one-half  these  fees  already.  The  $2.50  increase,  then,  is 
one-half-paid  by  foreigners. 

Two,  the  options  are  the  following,  and  none  of  them  are  very 
pretty:  we  have  to  go  to  mandatory  programs  in  order  to  pay  for 
this — cuts  in  mandatory  programs,  or  savings — agriculture,  veter- 
ans benefits.  Medicare,  Medicaid,  social  security. 

We  are  willing  to  listen  to  any  good  ideas  in  terms  of  how  to  pay 
for  the  loss  in  tariffs.  Let  me  make  it  clear,  though,  before  we — 
we  expect,  and  the  estimate  is  $2  to  $9  billion  a  year  more  in  Fed- 
eral revenue  as  a  result  of  NAFTA  which  far  offsets,  of  course,  a 
loss,  but  in  a  static  budget  rules,  obviously  we  cannot  count  those, 
or  score  them,  as  they  say — I  have  learned,  now,  the  Washington 
lingo — and  so  we  are  forced  to  find  those  savings  somewhere  else. 
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So,  W8  believe  one-half  will  come  from  savings,  much  of  which  we 
have  identified,  and  one-half  will  come  from  these  increased  fees  on 
railcars  and  on  trucks,  and  on  $2.50  per  passenger,  one-half  oif 
which  are  foreign  travelers.  That  is  the  best  option  we  have  been 
able  to  come  up  with. 

We  are  not,  obviously,  the  fount  of  all  knowledge  in  the  adminis- 
tration. We  want  to  work  with  the  Congress.  We  have  told  both 
Ways  and  Means  and  Finance  Committee  that — the  chairs  of  those 
committees  and  the  members  if  there  is  a  better  way  of  doing  it, 
we  are  certainly  open  to  it. 

Senator  Bryan.  Well,  I  appreciate  that  flexibility.  The  point  that 
I  want  to  make  is,  it  seems  inconsistent  with  what  I  understood  to 
be  the  findings  and  the  recommendations  of  the  commission,  but 
we  expressed  concern  about  the  viability  of  the  American  airline  in- 
dustry, and  let  me  say  as  a  brief  rejoinder,  and  I  will  yield  back 
the  balance  of  my  time,  that  I  am  not  terribly  relieved  to  hear  that 
some  of  this  is  going  to  be  paid  by  foreign  travelers. 

As  you  know,  in  terms  of  our  international  tourism  trading  ac- 
counts, tourism  is  a  plus  in  terms  of  the  export  market.  We  have 
millions  and  millions  of  people  coming  into  the  United  States, 
many  of  which  into  my  State  and  your  State  as  well,  and  Senator 
Wirth's  State.  That  is  a  plus,  that  is  not  a  deficit. 

You  talked  about  the  problem  of  China  and  Taiwan  and  the  Jap- 
anese. I  mean,  that  is  a  plus.  I  would  just  suggest  great  caution 
with  respect  to  that  approach,  and  I  say  that  as  one  who  has  not 
weighed  in  in  favor  of  or  against  NAFTA  at  this  point. 

Ambassador  Kantor.  Just  one  other  fact  to  add  to  that,  and  I 
know  you  know  this.  Foreign  carriers,  air  carriers,  are  subject  to 
the  same  situation,  so  they  get  no  advantage  over  our  carriers.  I 
understand  your  concerns,  and  we  are  trying  to  address  them.  It 
is  obviously  very  difficult.  My  two  States,  Tennessee  and  Califor- 
nia, are  both  affected  by  it. 

Senator  Bryan.  Thank  you,  Mr.  Chairman.  I  yield  back  the  bal- 
ance of  my  time. 

The  Chairman.  Thank  you.  Senator  Gorton. 

Senator  Gorton.  Ambassador  Kantor,  it  appears  to  me  that  you 
and  the  administration  that  you  represent,  who  are  promoting 
what,  as  you  know,  I  consider  to  be  a  very  sound  policy,  are  faced 
with  a  very  different  kind  of  challenge  than  you  as  an  administra- 
tion have  faced  during  the  course  of  the  first  9  or  10  months  of  this 
administration,  and  I  am  here  today  to  make  a  couple  of  comments 
and  listen  to  your  comment  on  the  proposition  that  you  have  got 
to  begin  more  systematically  and  effectively  to  concern  yourself 
with  your  supporters  and  stop  worrying  about  your  opponents. 

As  in  almost  any  other  campaign,  you  have  the  saints  and  the 
sinners  and  those  who  can  be  converted.  Now,  the  chairman  of  this 
committee  ain't  going  to  be  converted.  It  does  not  matter  how  you 
answer  his  questions.  It  does  not  matter  what  you  do  with  this 
agreement,  he  is  not  going  to  be  converted.  By  attempting  to  deal 
with  him  and  some  other  people  in  your  own  party  with  the  side 
agreements  you  have  turned  a  supporter  in  Senator  Stevens  into 
an  opponent  who  is  not  going  to  vote  for  you. 

Now,  it  may  be  that  there  are  some  votes  you  have  gained  by 
those  side  agreements.  I  do  not  know  who  they  are.  You  have  made 
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it  a  lot  tougher  on  many  of  your  opponents  who  have  signed  them, 
and  the  only  reason  you  have  not  created  more  opponents  out  of 
friends  is  that  we  tend  to  agree  with  many  of  them  that  perhaps 
they  do  not  amount  to  much.  If  I  thought  that  they  amounted  to 
what  Senator  Stevens  amounted  to,  I  would  have  switched  my  sup- 
port as  well. 

Your  administration  has  been  very  successful  in  6  or  8  months 
in  the  tax  bill  in  dealing  with  only  one  party,  but  on  this  one  a  ma- 
jority of  your  supporters,  whether  you  win  or  lose,  depends  upon 
how  you  deal  with  Republicans.  You  learned  that  a  couple  of  days 
ago. 

Now,  whether  you  like  it  or  not,  the  House  Members  on  the  Re- 
publican side  who  wrote  to  you  do  not  like  new  taxes.  Now,  they 
voted  against  a  big  tax  bill,  and  they  are  not  going  to  vote  for  a 
small  tax  bill  on  top  of  the  big  tax  bill.  This  Senator  feels  the  same 
way,  and  you  came  up  with  a  way  to  pay  for  NAFTA  which  was 
essentially  another  tax. 

It  seems  to  me  especially  ironic  that  in  order  to  remove  a  tax  on 
goods,  which  is  what  a  tariff  is,  you  are  going  to  put  a  tax  on  peo- 
ple. That  is  not  a  particularly  rational  way  of  approaching  this 
problem. 

When  you  add  to  that  tax  on  people  that  it  repudiates  directly 
the  President's  own  airline  commission,  which  said  you  should  not 
have  been  imposing  the  new  taxes  you  already  did,  much  less  add 
another  one  to  it,  and  that  violates  the  bilateral  agreements  we 
have  with  these  countries  on  air  transportation,  you  know,  you 
have  got  a  nonstarter,  and  I  will  tell  you  bluntly  it  is  just  as  much 
a  nonstarter  at  $2.50  or  $5  or  whatever  one-half  of  it  amounts  to, 
as  it  was  at  twice  that. 

It  is  still  a  new  tax,  and  you  are  still  in  the  process  of  losing  sup- 
porters on  it  without  gaining  a  single  opponent  to  vote  for  you. 
There  is  no  constituency  here  for  those  new  charges.  There  is  no 
way  someone  who  is  deeply  concerned  with  the  airline  industry  and 
the  airline  manufacturers  can  swallow  the  idea,  well,  it  is  not  big 
enough,  it  is  not  going  to  make  any  difference  to  them. 

Nor  is  it  appropriate,  I  may  say,  in  your  response  to  Senator 
Bryan  and  your  private  response  to  me  that  if  we  do  not  like  this 
one  it  is  up  to  us  to  come  up  with  an  alternative.  It  is  not  up  to 
us  to  come  up  with  an  alternative.  You  are  the  administration.  It 
is  up  to  you  to  come  up  with  an  alternative  in  my  view.  That  is 
not  a  new  tax. 

Now,  I  am  talking  here  as  one  of  your  very,  very  strong  support- 
ers. I  think  that  this  agreement  is  extremely  important  to  the  Unit- 
ed States,  not  only  for  what  it  does  in  this  relationship,  but  for 
what  it  means  with  respect  to  GATT,  what  it  means  with  respect 
to  what  we  are  going  to  do  with  the  Pacific  Rim.  I  think  it  is  very 
important,  but  when  you  get  to  those  other  trade  agreements  you 
are  going  to  need  a  whole  lot  of  votes  over  here  on  this  side,  and 
you  have  got  to  consider  the  views  of  the  people  who  are  on  your 
side  now. 

Ambassador  Kantor.  Let  me  answer  that.  First  of  all,  what  I 
said  to  Senator  Bryan — and  I  hope  I  was  not  misinterpreted.  If  I 
was,  I  will  apologize  and  say,  it  is  not  a  matter  of  saying  you  have 
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got  to,  it  is  a  matter  of  saying  we  want  to  work  with  you,  both 
sides. 

We  have  got  to  do  that  in  a  spirit  of  trying  to  find  the  proper 
balance  between  raising  the  kinds  of — having  the  revenues  avail- 
able either  from  savings  or  cuts  or  from  increasing  fees  that  make 
sense.  I  did  not  say  you  have  to.  Obviously,  I  would  not  say  that. 
We  are  trying  to  cooperate.  That  is  why  it  was  only  an  option  we 
put  up  here  and  not  coming  up  and  saying,  this  is  it  because  we 
want. 

No.  2,  in  developing  the  side  agreements,  I  worked  almost  on  a 
daily  basis  with  Senator  Packwood  and  Senator  Danforth  and  Sen- 
ator Chafee,  with  a  number  of  Senators  on  the  Republican  side, 
and  with  Mr.  Archer  and  Mr.  Crane  and  Mr.  Thomas  and  others. 
I  have  spent  as  much  time  on  the  Republican  side  as  the  Demo- 
cratic side. 

No.  3,  as  far  as  my  friend  the  chairman  is  concerned,  I  will  never 
give  up.  I  will  not  win  this  fight,  but  he  is  my  friend  and  he  has 
been  my  friend  for  years,  and  we  have  what  I  call  a  respectful  and 
friendly  exchange.  We  disagree  on  this  issue.  I  have  nothing  but 
the  deepest  respect  for  him,  and  I  do  listen  to  him. 

Now,  that  does  not  mean  we  change  our  views.  We  do  not.  This 
is  a  bipartisan,  nonpartisan  issue,  as  trade  always  is.  It  crosses  all 
kinds  of  philosophical,  ideological,  regional  lines,  as  you  know  bet- 
ter than  I.  You  certainly  have  more  experience  than  I  do. 

We  want  to  work  with-  everyone,  both  proponents  and  opponents, 
to  make  this  a  strongest  trade  agreement  we  can  have  in  order  to 
promote  jobs  and  business  development  in  this  country.  That  is 
what  we  are  about,  and  so  we  are  only  here  to  work  with  you.  We 
have  worked  with  both  sides.  We  will  continue  to  do  so,  and  re- 
gardless of  the  strong  positions  that  my  friend  the  chairman  has, 
we  will  continue  to  work  with  him  on  this  and  other  issues,  obvi- 
ously. 

Mr.  WiRTH.  Senator  Gorton,  if  I  might  add  just  one  brief  com- 
ment. The  suggestion  that  we  did  not  get  anything  on  the  side 
agreements  politically,  I  do  not  think  is  the  case.  I  think  as  we  ne- 
gotiated, particularly,  the  environmental  side  agreement,  that  that 
was  effective  in  solidifying  a  good  deal  of  support  among  a  constitu- 
ency in  the  Congress  on  both  sides  of  the  aisles.  And  the  border 
agreements  has  had  the  same  effect. 

And  so  I  think  with  all  of  that  as  part  of  the  environmental  side 
agreement,  that  has  been  an  important  contribution  to  the  support 
for  NAFTA  on  the  Hill. 

Senator  Gorton.  I  suppose  that  that  is  at  least  one-half  possible, 
if  you  gained  a  Republican  vote,  which  you  did  not  have  before,  by 
that  person,  did  not  come  to  my  attention.  But  I  suppose  it  is  pos- 
sible that  you  have  gotten  Democrats.  But  you  know  perfectly  well 
that  you  have  lost  people  on  this  side  over  it,  on  both  the  House 
and  on  the  Senate  side.  I  hope  you  have  a  net  gain  on  it.  I  have 
some  serious  reservations  about  that. 

But,  be  that  as  it  may,  that  is  water  over  the  dam.  You  know, 
you  have  made  those  agreements,  and  those  agreements  are  not 
going  to  change.  And  while  you  undercut  my  support,  you  did  not 
destroy  it.  But,  by  golly,  you  dc  not  have  to  do  an  awful  lot  more 
before  you  are  going  to  start  losing  more  people,  and  that  is  my 
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question.  Of  course,  you  are  a  good  friend  of  the  chairman.  So  am 
I.  But  you  are  not  going  to  persuade  the  chairman  to  vote  for  this 
bill  now.  And  dealing  with  this  bill  now,  you  have  got  to  deal  with 
the  people  who  are  for  you,  or  those  who  can  be  converted. 

The  Chairman.  Mr.  Ambassador,  I  thank  you  for  your  comments, 

I  will  get  to  you,  Ms.  Hutchison,  in  just  a  second. 

I  am  amused  that  the  lectures  by  the  Senator  from  South  Dakota 
and  the  Senator  from  Washington  to  the  successful  campaign  man- 
ager of  a  Presidential  race  about  politics  and  how  to  get  votes.  But 
I  am  dismayed  at  the  reference  that  I  would  not  listen,  that  I  had 
no  idea  of  changing  my  mind,  and  was  pavlovian  and  boneheaded 
about  trade. 

I  passed  five  textile  bills  with  the  promise — not  bashing  Japan — 
I  bash  Washington.  I  said  if  Washington  enforced  their  dumping 
and  their  bilaterals,  I  would  withdraw  the  bills.  The  textile  indus- 
try that  you  cite  as  now  in  favor  of  NAFTA,  they  opposed  the  Cana- 
dian Free  Trade  Agreement — the  very  same  organizations — but  I 
voted  for  it. 

Now,  when  they  come  and  support  this,  I  will  make  very  clear 
my  reference  on  the  Special  Trade  Representative  in  that  particu- 
lar study,  but  there  were  actually  three  of  them,  about  the  law.  So, 
I  had  to  go  as  their  Senator.  But  now  we  have,  what,  GATT,  7 
years?  Seven  years  running  in  negotiations,  and  saying,  oh,  you  are 
going  to  lose  a  million  jobs,  you  are  going  to  lose  a  million  jobs,  the 
textile  Senator  running  around  saying  you  are  going  to  lose  a  mil- 
lion jobs,  and  then  comes  the  textile  leadership  and  say,  oh,  those 
are  jobs  we  are  going  to  lose  anyway,  when  you  are  going  to  lose 
a  million  apparel  jobs. 

Do  you  see  what  I  am  saying?  Because  they  say,  well,  we  are 
going  to  sell  the  cloth,  the  devil  with  the  apparel  workers.  We  can 
sell  it  to  them  down  there  and  they  will  just  take  the  hindmost  and 
do  the  best  they  can. 

So,  I  do  not  switch  off  very  quickly  that  way.  And  I  would  be  de- 
lighted if  we  could  get,  as  I  have  introduced  a  common  market  ap- 
proach, which  Les  Thurow  has  attested  to  before  this  committee, 
and  many  other  experts,  is  the  proper  approach,  saying  free  trade 
agreements  do  not  work;  that  we  need  to  build  in  a  development 
fund,  really  open  up  the  institutions  of  a  free  society  down  there 
in  Mexico,  and  thereby  then  have  it. 

I  had  not  been  able  to  get  to  Secretary  Wirth,  but  I  mean,  he 
says  that  they  do  not  condone — man,  wait  till  I  get  my  second 
round  of  questions  on  that,  about  the  condemnation,  and  about 
their  enforcement.  They  have  got  no  idea  of  it. 

Senator  Hutchison. 

Senator  Hutchison.  Thank  you,  Mr.  Chairman. 

I  am  sure  that  Mr.  Kantor  is  pleased  to  know  that  you  are  per- 
suadable on  NAFTA  and,  together,  Mr.  Kantor  and  I  will  work  on 
you. 

Ambassador  Kantor.  I  am  sure  the  Senator  from  Texas  will  be 
much  more  effective  than  I  will.  [Laughter.] 

The  Chairman.  You  are  right.  [Laughter.] 

Senator  Hutchison.  Let  me  first  say  that  I  am  very  pleased  at 
your  performance  today,  Mr.  Ambassador.  I  think  you  are  advocat- 
ing NAFTA  very  well.  I  have  heard  you  on  many  programs.  I  have 
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heard  your  speeches.  And  I  think  that  you  are  putting  in  perspec- 
tive that  NAFTA  is  far  reaching;  it  is  planning  not  for  next  year, 
not  for  5  years  from  now,  but  it  is  planning  for  25  years  from  now, 
to  make  sure  that  our  export  markets  stay  strong.  And  the  alliance 
within  our  own  hemisphere,  with  Canada,  the  United  States,  and 
Mexico,  is  our  best  option  for  the  long-term  benefits,  the  long-term 
job  creation,  and  I  applaud  your  efforts. 

Ambassador  Kantor.  Thank  you. 

Senator  Hutchison.  Let  me  say  that,  representing  a  border 
State,  as  I  do,  I  am  constantly  bemused  at  people  who  say  that 
they  are  concerned  about  the  environment  and  who  are  against 
NAFTA.  Because  my  border  cities  live  with  the  most  pollutea  river 
in  America,  the  Rio  Grande.  My  border  cities  live  with  polluted  air 
that  they  cannot  do  anything  about. 

When  I  go  into  El  Paso  and  I  see  this  haze  on  the  beautiful  val- 
ley there,  and  there  is  nothing  the  people  of  El  Paso  can  do  to  come 
into  compliance,  because  of  the  air  coming  across  from  Mexico,  it 
seems  to  me  that  our  best  hope  of  cleaning  the  air  and  cleaning  the 
water  is  to  have  an  agreement  that  is  enforceable. 

Would  you  please  talk  about  what  this  administration  is  doing 
with  the  side  agreements  and  just  with  negotiations  to  help  our  sit- 
uation with  NAFTA?  And  do  you  not  think  that  our  best  chance  of 
improving  the  situation  is  to  have  standards  with  some  enforce- 
ment capabilities? 

Ambassador  Kantor.  Yes,  I  do. 

Thank  you,  first  of  all,  for  your  kind  comments.  And  I  will  yield 
to  Senator  Wirth.  Let  me  just  make  three  very  quick  comments. 

In  the  side  agreements,  we  do  three  things  that  are  unprece- 
dented. One,  through  dispute  settlement  process  regarding  the 
Commission  on  the  Environment,  we  help  to  ensure  that  Mexico 
will  enforce  its  laws  with  regard  to  the  environment. 

No.  2,  Mexico  has  committed  itself  legally  under  the  side  agree- 
ment to  open  up  their  courts  and  administrative  agencies  and  pro- 
vide for  due  process  with  regard  to  environmental  issues. 

And,  No.  3,  which  you  referred  to  obliquely  in  your  question, 
with  NAFTA,  we  can  substantially  increase  the  amount  of  funds  in 
an  effective  way  to  help  clean  up  that  border.  Without  NAFTA,  of 
course,  we  cannot  do  that. 

And  so,  with  NAFTA,  the  environment  gets  better.  Without  it, 
we  have  no  leverage  at  all. 

Senator  Wirth. 

Mr.  Wirth.  Senator  Hutchison,  thank  you  for  your  comments 
about  the  progress  that  is  being  made.  We  think  it  is  very  signifi- 
cant on  the  environment,  with  special  reference  to  the  border. 

In  addition  to  the  broad  provisions  that  Ambassador  Kantor  just 
cited,  as  you  know,  we  have  developed  two  new  facilities  for  the 
clean  up  of  the  border — the  so-called  Border  Environment  Coopera- 
tion Commission  and  a  border  financing  facility.  The  Cooperation 
Commission  is  necessary  because,  as  you  know,  much  of  the  water 
and  sewer  and  toxic  and  clean  air  problems  are  problems  that  are 
shared  jointly.  And  you  cannot  sort  of  say  that  the  water  stops  on 
one  side  and  does  not  flow  to  the  other  side. 

We  have  in  Tijuana,  for  example,  the  Tijuana  River,  that  starts 
on  the  Mexican  side  and  ends  up  on  the  U.S.  side.  So,  we  have  to 
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have  joint  implementation  of  these  projects,  and  the  new  Border 
Enforcement  Cooperation  Commission,  which  is  part  of  the  side 
agreement  and  will  be  in  the  enabling  legislation  when  it  comes  up 
to  the  Hill,  is  one  piece  of  that. 

The  second  is  the  border  financing  authority,  which  will  bring  to 
the  cleanup  operation  resources  of  all  kinds  from  Wall  Street  to,  we 
hope,  loan  guarantees,  if  necessary,  from  the  Congress,  to  the  use 
of  funds  from  the  Inter-American  Development  Bank.  Again,  these 
are  cooperative  projects  to  be  defined  by  the  Border  Environment 
Cooperation  Commission,  and  which  kinds  of  projects  demand  what 
kind  of  financing  and  what  can  be  the  most  cheaply  done,  where 
can  user  fees  be  used,  where  does  direct  funding  have  to  come  in. 

These  two  facilities,  which  are  new  to  this  agreement  and  which 
would  not  exist  without  NAFTA,  and  which  the  Mexicans  have 
agreed  to  cooperate,  and  we  have  pushed  very,  very  hard  on  these, 
and  I  think  that  they  will  also  make  a  major  contribution.  And  you 
have,  as  you  know,  very  significant  problems  in  Texas. 

I  just  came  back  from  the  California  border,  as  well,  where  there 
are  very  significant  problems  there,  that  are  emerging  elsewhere 
along  the  border.  And  we  not  onlv  think  we  can  clean  up,  but  do 
a  lot  of  prevention  with  this  as  well. 

Senator  Hutchison.  Thank  you  very  much,  Mr.  Wirth  and  Mr. 
Kan  tor. 

Let  me  just  switch  subjects,  and  this  should  be  brief. 

In  the  Intermodal  Surface  Transportation  Efficiency  Act,  ISTEA, 
of  1991,  there  was  a  feasibility  study  ordered  on  international  bor- 
der highway  infrastructure  programs.  The  border  area  of  Texas, 
New  Mexico,  Arizona,  and  California  has  borne  the  infrastructure 
brunt  of  illegal  immigration  for  a  long,  long  time.  If  NAFTA  goes 
through  or  if  it  does  not,  we  do  have  severe  problems  with  our  in- 
frastructure. 

Do  you  know  what  the  status  of  the  study  is?  And  will  this  ad- 
ministration commit  to  continuing  to  help  our  border  infrastructure 
problems  caused  by  illegal  immigration?  But,  obviously,  if  NAFTA 
passes,  we  will  have  the  good  side  of  that,  and  we  will  need  help 
to  be  able  to  handle  the  added  traffic  that  the  trade  will  bring,  be- 
cause I  am  confident  that  it  will  bring  more  traffic  and  more  goods 
in,  as  well  as  out. 

Ambassador  Kantor.  Let  me  speak  to  two-thirds  of  that.  One- 
third  is  really  beyond  both  my  jurisdiction  and  competence. 

The  first  is  that  obviously  the  Border  Environmental  Commission 
that  would  be  set  up  and  tne  financing  facility,  as  part  of  that,  will 
address  border  infrastructure  problems.  And  only  with  the  NAFTA 
will  we  be  able  to  develop  such  a  funding  mechanism,  as  well  as 
an  administrative  authority,  which  has  both  countries  committed  to 
it.  That  is  No.  1. 

No.  2,  we  are  having  increased  cooperation  from  Mexico  in  terms 
of  illegal  immigration  problems,  as  you  know,  better  than  I,  Sen- 
ator. And,  in  fact,  Attorney  General  Reno  was  just  in  Mexico.  She 
met  with  her  counterparts.  And,  in  fact,  they  are  discussing 
strengthening  that  cooperation  as  a  result  of  the  NAFTA  and  the 
side  agreements  being  negotiated. 

As  far  as  the  act  and  the  study,  I  am  afraid  I  will  have  to  plead 
ignorance  on  that  subject.  That  would  be  under  the  Department  of 
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Transportation,  but  we  would  be  pleased  to  get  you  the  answer  to 
that. 

Senator  Hutchison.  Thank  you. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you  very  much. 

Senator  Dorgan. 

Senator  Dorgan.  Mr.  Chairman,  thank  you. 

Mr.  Wirth  and  Mr.  Kantor,  thank  you  very  much  for  appearing 
today. 

Let  me,  without  ignoring  you,  Mr.  Wirth,  let  me  say  to  Ambas- 
sador Kantor  that  while  I  disagree  with  you  on  NAFTA,  I  continue 
to  think  you  are  a  breath  of  fresh  air  on  trade  issues.  Fighting  for 
and  insisting  not  on  protectionism  but  on  fair  trade  in  a  range  of 
areas  with  Japan,  China,  and  others. 

So,  while  we  disagree  on  NAFTA,  let  me  give  you  some  kudos  on 
some  of  the  trade  policies  that  you  are  trying  to  change.  And  that 
is  a  refreshing  change  after  many  years  of  what  I  think  are  ostrich- 
like policies  on  trade. 

Let  me  ask  you  about  three  things.  First,  section  22,  you  were 
asked  earlier  about  that.  You  indicated  the  issue  of  section  22,  with 
respect  to  the  unfair  trade  that  now  exists  from  Canada,  the  grain 
trade,  you  are  waiting  for  a  recommendation  from  the  Secretary  of 
Agriculture.  When  might  we  expect  that;  do  you  think? 

Ambassador  Kantor.  The  Secretary  of  Agriculture  is  in  the  Far 
East  right  now.  I  think  he  returns  on  Monday,  although  I  could  be 
corrected  on  that. 

I  would  expect  very  soon  after  that  he  would  have  a  rec- 
ommendation with  the  President.  Now,  obviously,  I  do  not  want  to 
step  on  his  jurisdiction.  It  is  up  to  him.  But  that  is  my  understand- 
ing from  conversations  with  him. 

Senator  Dorgan.  And  how  quickly  would  it  move  when  he  makes 
a  recommendation  to  the  President? 

Ambassador  Kantor.  Well,  that  is  up  to  the  President  of  the 
United  States.  And  we  have  recommended  a  very  quick  resolution 
of  this  situation. 

Senator  Dorgan.  But  you  are  still  committed  to  resolving  what 
we  consider  to  be  unfair  trade  in  a  previous  agreement,  even  as 
you  are  negotiating  a  new  one. 

Ambassador  Kantor.  We  must  address  this  issue.  And  you  and 
I  have  talked  about  that  both  publicly  and  privately,  and  we  con- 
tinue to  be  committed  to  addressing  this  effectively. 

Senator  Dorgan.  Second,  let  me  ask  you.  You  sent  around  a 
statement,  a  pretty  fancy  statement,  a  good  statement,  if  you  are 
supporting  NAFTA,  from  the  President,  and  sent  it  to  all  of  us  with 
a  cover  letter.  And  in  the  cover  letter  you  said:  "Additionally,  Mex- 
ico is  one  of  the  largest  and  fastest  growing  high-value  markets  for 
agriculture,  now  accounting  for  almost  70  percent  of  U.S.  agricul- 
tural sales,  versus  40  percent  in  1987." 

And  I  think  whoever  drafted  that  was  just  overly  exuberant. 

Ambassador  Kantor.  I  think  that  is  a  misnomer.  I  think  it  is 
misstated. 

Senator  Dorgan.  Yes.  And  I  called  that  to  your  attention  and  I 
got  a  letter  back  from  you  that  I  think  sort  of  slipped  through  the 
cracks  here,  but  I  really  wish  you  would  send  a  letter  to  everybody 
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saying  that  is  a  misstatement.  In  fact,  it  is  not  70  percent,  but  2.6 
percent. 

Ambassador  Kantor.  Yes.  I  think  what  we  meant  to  say  is  70 
percent  of  their  purchases  of  foreign  agricultural  products  are  now 
from  United  States,  versus  40  percent.  I  am  sorry  for  the  mistake. 
Even  these  fine  people  who  work  at  USTR,  as  you  know,  work  so 
hard.  We  all  make  mistakes  sometime,  and  we  will  apologize  for 
that. 

Senator  DORGAN.  Well,  no  apology  is  needed.  If  you  would  just 
send  Members  a  correction.  Because  when  you  see  all  of  these 
numbers  kicking  around  in  support  of  this — when  I  see — addition- 
ally, Mexico  is  one  of  the  largest  and  fastest  growing  high-value  ex- 
ports for  agriculture,  now  accounting  for  almost  70  percent  of  U.S. 
agricultural  sales — I  understand  what  was  meant,  but  what  was 
portrayed  to  the  Members  was  flat  wrong. 

And  so  that  needs  to  be  corrected.  And  the  letter  I  got  from  you 
really  did  not  correct  it.  And  if  you  would,  I  would  appreciate  that. 

Let  me  give  you  some  help,  and  I  know  it  is  not  my  interest  in 
helping  you  pass  NAFTA — and  I  am  not  going  to  go  into  all  the  de- 
tails the  chairman  did — but  I  fervently  believe  this  is  a  terrible 
trade  agreement;  it  ought  to  be  defeated.  But  you  feel  differently 
and  the  administration  feels  differently. 

And  I  might  also  say  to  my  friends  on  that  side  of  the  aisle  who 
think  the  President  has  not  been  diligent  enough  or  tough  enough 
or  strong  enough,  where  have  they  been?  This  guy  has  been  out  far 
more  than  he  should  have  been,  pushing  a  bad  trade  treaty,  in  my 
judgment. 

But  let  me  just  say  that  you  want  to  find  money  for  it.  I  do  not 
want  to  help  you  pass  it,  but  I  have  got  an  idea  for  money.  I  just 
yesterday  got  an  estimate  from  the  joint  tax  committee,  an  esti- 
mate that  I  asked  for  in  writing — last  year,  the  President  cam- 
paigned on  a  number  of  tax  provisions,  one  of  which  was  let  us  end 
the  little  tax  incentive  called  deferral  for  plants  that  close  up  in 
America  and  move  overseas.  Let  us  end  the  tax  incentive  for  plants 
that  leave  this  country. 

Now,  I  have  had  a  bill  in,  both  when  I  was  in  the  House  and  now 
I  have  reintroduced  it  in  the  Senate,  and  I  got  the  most  recent  esti- 
mate from  the  Joint  Tax  Committee  yesterday.  It  raised  $1.6  bil- 
lion in  5  years.  The  estimate  they  gave  me  last  year  was  $1.3  bil- 
lion. And  there  was  supposed  to  be  a  little  fix  on  this  issue,  or  at 
least  some  marginal  improvement  on  this  issue  in  the  bill  that  we 
passed,  the  budget  bill.  But  the  fact  is  the  Joint  Tax  Committee 
now  says  the  incentive  that  exists  under  deferral  for  closing  your 
plant  in  America  and  moving  it  overseas  has  grown  even  larger — 
$1.6  billion. 

I  very  much  want  to  pass  that.  I  want  to  pass  my  bill. 

Do  you  want  to  put  my  bill  in  NAFTA?  I  still  will  not  vote  for 
NAFTA,  but  at  least  my  bill  might  pass.  And  it  would  solve  your 
revenue  problem. 

Ambassador  Kantor.  I  thought  we  had  a  negotiation  going  on. 
I  am  truly  disappointed. 

Senator  DoRGAN.  No,  no. 
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But  why  do  you  not  look  at  this?  Why  do  you  not  take  a  look  at 
that?  It  is  something  the  President  campaigned  on,  feels  strongly 
about  I  think,  and  it  is  something  we  ought  to  do. 

Ambassador  Kantor.  I  will. 

Senator  Dorgan.  It  is  good  public  policy.  And  it  also,  coinciden- 
tally,  would  raise  you  $1.6  billion.  And  at  least  from  the  discussion 
I  have  heard  here,  I  think  you  need  it. 

Ambassador  Kantor.  We  will  look  closely  at  that,  and  I  appre- 
ciate your  remarks.  Thank  you  very  much,  Senator. 

The  Chairman.  For  the  committee's  information,  we  are  going 
live  now  with  Mexico  City  and  the  witnesses  on  the  second  panel, 
and  I  would  just  relate  that  for  our  distinguished  panelists  appear- 
ing now. 

And  for  the  free  press,  please  take  notes  because  you  might  be 
asked  by  the  press  down  in  Mexico  City.  They  are  not  allowed  in 
the  studio.  They  have  been  trying  all  day  long  to  try  to  get  in  and 
follow  the  proceedings  of  this  particular  hearing,  but  the  Televisa 
studios  are  owned  by  Emilio  Escara. 

Emilio  Escara  is  the  one  who  in  February — do  you  remember 
when  they  had  that  wonderful  fundraiser  and  they  were  all  told  to 
come  in  with  $25  million?  That  is  better  than  Mickey  ever  put  on 
in  California.  I  mean,  they  really  beat  you  on  that  one.  And  when 
asked  about  it,  Escara  said,  $25  million — I  would  be  glad  to  give 
three  times  that  amount  with  the  fortune  I  have  made  with  Mexi- 
can TV.  He  is  keeping  them  out. 

In  fact  the  reason  we  are  doing  this  is  the  candidates  by  law — 
if  you  are  running  for  president  under  the  law  of  Mexico  you  can- 
not leave  the  country  a  year  preceding  thereto.  Now,  understand 
the  very  justifiable  pride  of  all  Mexican  citizenry.  They  are  very 
sensitive.  When  witnesses  appear  and  talk  about  an  issue  it  could 
be  misinterpreted  as  criticism  of  the  country  itself 

It  is  not  our  intent  in  this  committee  to  give  any  criticism  of 
Mexico.  They  are  our  best  neighbor  and  we  want  to  try  to  foster 
the  best  of  relations.  And  we  think  the  common  market  approach 
of  a  free  trade  agreement  is  better  than  the  NAFTA  approach. 

But  having  said  that,  going  live,  they  will  be  following  the  an- 
swers of  that  panel  down  there,  and  we  will  try  to  follow  promptly 
along  behind  this  panel.  But  the  press  is  not  allowed  to  hear  it,  or 
hear  the  questions  or  the  answers  down  there. 

And  I  say  that,  Secretary  Wirth,  with  respect  to  all  this  con- 
demnation and  the  wonderful  change.  See,  we  have  been  through 
this  over  the  years.  We  have  gone  down  under  Echeverria,  de  la 
Madrid,  and  Portillo,  and  every  time  we  are  sold  that  we  have  got 
a  new  front.  But  we  have  got  the  record  here  and  you  will  see  it, 
get  it  in  the  record  before  we  leave.  But  let  me  yield  to  Senator 
Mathews. 

Senator  Mathews.  Thank  you,  Mr.  Chairman.  Mr.  Ambassador, 
you  and  I  represent  the  same  State,  and  I  am  sure  you  are  hearing 
from  the  same  people  I  am  with  respect  to  this  treaty.  And  I  am 
happy  to  say  that,  with  the  exception  of  one  group  in  Tennessee, 
I  think  we  are  almost  unanimous  in  terms  of  supporting  the 
NAFTA  treaty,  that  our  industry  has  kind  of  stepped  forward  very 
clearly,  our  financial  institutions  and  others,  the  health  organiza- 
tions. I  think  we  are  pretty  universal  in  support  of  it. 
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There  are  two  areas  that  I  would  Hke  to  ask  you  to  comment  on, 
and  one  of  them  has  been  touched  on  a  good  bit  before  and  that 
is  the  tax  issue.  As  you  know,  we  are  a  big  tourism  State  also. 

It  appears  to  me  that  we  do  a  lot  of  Mickey  Mouse-type  ap- 
proaches to  problems  around  here,  and  it  appears  to  me  that  if  we 
really  believe,  and  I  do,  that  we  are  going  to  create  jobs  through 
NAFTA  we  are  also — your  economic  advisors  tell  us  that  in  doing 
so,  for  each  1  percent  we  decrease  unemployment  in  this  country 
we  put  another  $35  to  $50  billion  into  the  coffers  of  the  U.S.  Treas- 
ury. 

It  seems  to  me  that  this  type  of  approach  to  that  tax  problem 
might  be  a  little  more  salutary  than  trying  to  tax  the  people  who 
want  to  come  to  our  States  and  who  want  to  come  to  our  country 
to  visit  with  us  and  spend  their  dollars  here.  And  I  would  hope  that 
we  might  look  at  that. 

The  other  question  is  that  it  appears  that  we  have  some  Amer- 
ican companies  who  are  trying  to  jump  start  this  treaty  already. 
We  have  some,  and  in  my  State  we  have  had  two  or  three,  one  or 
two  of  them  under  the  section  940,  I  guess,  of  the  Internal  Revenue 
Code,  and  others  moving  to  Mexico  or  to  the  border  already.  This 
is  having  a  depressing  effect  upon  it. 

Would  you  comment  on  these  two? 

Ambassador  Kantor.  First  of  all,  thank  you  for  your  kind  re- 
marks, and  you  have  always  been  a  great  friend  of  mine  and  my 
family,  and  I  appreciate  the  comments  about  my  native  State. 

The  fact  is  that  for  every  $1  billion  in  exports,  enhanced  exports, 
we  create  about  18,000  to  20,000  new  jobs  in  this  country.  One-half 
of  our  gross  national  product  growth  in  the  last  5  years  has  been 
due  to  exports.  Clearly,  we  have  to  grow  our  markets  overseas  if 
we  are  going  to  be  successful  in  growing  this  economy  and  building 
jobs  here  at  home,  for  if  we  do  not  do  that  as  we  become  more  pro- 
ductive, if  markets  do  not  increase  you  lose  jobs  not  gain  jobs.  But 
as  you  are  more  productive  and  more  competitive  in  a  world  mar- 
ket, what  happens  to  you?  As  you  open  those  up  you  become  more 
successful  and  you  grow  jobs.  That  is  answer  number  one. 

No.  2,  as  far  as  the  concerns  about  companies  moving  or  the  pain 
of  that,  it  is  much  more  likely  companies  will  move  under  the  cur- 
rent situation,  high  tariffs,  high  tariff  barriers,  a  maquiladora  pro- 
gram, and  nonenforcement  of  environmental  and  labor  laws  than 
under  a  NAFTA  situation  which  ends  those  practices,  because  you 
can  stay  in  the  United  States  under  NAFTA  and  be  more  competi- 
tive and  ship  your  goods  south,  whether  you  are  a  small  business 
or  the  biggest  one  here,  or  a  medium  or  large  business  than  under 
the  present  circumstances. 

Frankly,  we  see  much  more  exports  going  south  than  jobs.  The 
automobile  industry,  with  all  due  respect  to  the  chairman,  is  a 
clear  winner  and  will  grow  iobs  not  only  in  building  cars  in  this 
country  but  in  auto  parts  and.  in  trucks  and  in  busses. 

So,  therefore,  in  both  cases  we  become  a  winner  under  NAFTA. 
This  is  an  agreement  that  levels  the  playing  field,  and  it  is  good 
for  U.S.  workers. 

Senator  Mathews.  Mr.  Chairman,  in  interest  of  time  I  would 
yield. 

The  Chairman.  Very  good.  Senator  Danforth. 
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Senator  Danforth.  Mr.  Chairman,  thank  you  very  much.  Am- 
bassador Kantor,  I  apologize  for  not  being  here  earher.  There  is  an- 
other committee  which  also  has  jurisdiction  over  this  matter,  the 
Finance  Committee,  and  in  fact  we  were  having  our  markup  just 
earlier  today. 

Do  you  believe  that  international  trade  is  a  zero-sum  game?  That 
is,  if  one  country  wins  out  does  another  country  necessarily  lose, 
or  do  you  believe  that  when  we  open  markets  and  it  is  to  the  ad- 
vantage of  one  country  such  as  in  Mexico,  that  could  also  be  to  the 
advantage  of  the  United  States? 

Ambassador  Kantor.  In  fact  I  believe  that  fervently.  Senator, 
and  I  do  not  believe  it  is  a  zero-sum  game.  In  fact,  the  facts  are 
clear  that  it  is  not. 

Where  there  are  open  markets  and  expanding  trades,  whether  in 
the  European  Community  before  they  have  had  the  economic  prob- 
lems unrelated  to  trade  and  other  areas  of  the  world,  in  fact  both 
sides  win. 

The  most  obvious  example  today  is  in  Latin  America.  As  we  have 
a  growing  trade  surplus  with  the  growing  market  economies  of 
Latin  America^^hile,  Argentina,  Venezuela,  Argentina,  Mexico — 
their  economies  have  grown  as  well.  They  have  increased  jobs.  We 
have  increased  jobs. 

So,  opening  markets  and  expanding  trade  has  been  good  for  all 
parties  right  here  in  this  hemisphere. 

Senator  Danforth.  And  do  you  think  that  a  growing  economy  in 
Mexico  is  in  the  best  economic  interests  of  the  United  States? 

Ambassador  Kantor.  It  is  in  the  best  economic  as  well  as  our  so- 
cial and  political  interests,  frankly,  Senator.  Even  our  opponents 
agree  that  NAFTA  will  stem  the  flow  of  illegal  immigration  by  1.4 
to  1.6  million  people  by  the  turn  of  the  century  which  will  have  an 
enormous  effect  on  raising  income  for  our  lowest  paid  workers.  It 
will  raise  it,  it  is  estimated  by  our  opponents,  raise  their  income 
by  4  to  6  percent,  and  I  cite  a  study  done  by  the  Economic  Policy 
Institute  to  that  effect. 

Senator  Danforth.  Now,  there  is  now  a  tariff  disparity  between 
the  United  States  and  Mexico;  is  there  not? 

Ambassador  Kantor.  Yes,  sir. 

Senator  Danforth.  What  is  that  tariff  disparity? 

Ambassador  Kantor.  Mexico's  tariffs  average  about  2V2  times 
higher  than  U.S.  tariffs.  In  agriculture  it  is  more  than  that.  Tariffs 
average  about  16  percent  and  ours  are  only  6  percent. 

Senator  Danforth.  And  what  would  NAFTA  do  to  that  tariff  dis- 
parity? 

Ambassador  Kantor.  Well,  it  would  tear  down  the  barriers  in 
terms  of  tariffs  between  the  two  countries,  and  of  course  their  tar- 
iffs as  a  percentage  would  come  down  much  faster  and  much  great- 
er than  ours  simplv  because  they  are  higher  and  we  would  remove 
that  barrier  or  wall. 

Senator  Danforth.  How  about  the  maquiladora  program?  How 
does  that  operate  to  the  detriment  of  the  United  States  now,  and 
what  would  be  done  about  it  under  NAFTA? 

Ambassador  Kantor.  To  work  backward,  when  it  is  phased  out 
and  the  trade  preferences  are  eliminated  by  virtue  of  the  NAFTA, 
the  way  it  operates  now  is  any  company  moving  into  that  region 
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is  able  to  import  tariff  free  component  parts  as  long  as  they  are  as- 
sembled into  finished  goods  and  shipped  back  to  the  United  States 
of  America  where  we  only  charge  tariffs  on  the  value  added,  not 
on  the  whole  product.  Ana  so  it  gives  a  huge  competitive  advantage 
to  any  company  moving  to  that  region. 

In  addition,  those  companies  are  prohibited  from  shipping  those 
finished  goods  into  the  interior  of  Mexico,  so  they  must  ship  them 
back  into  the  United  States.  It  is  the  only  market  for  them.  They 
do  it  virtually  tariff  free.  They  get  the  component  parts  tariff  free, 
and  it  gives  them  a  competitive  advantage  over  our  companies  op- 
erating here. 

Senator  Danforth.  We  are  halfway  into  a  vote  now. 

The  Chairman.  Yes.  The  committee  is  indebted  to  both  of  you 
gentlemen  and  I  will  note  in  the  record  the  fact  of  the  record  on 
human  rights.  Secretary  Wirth,  and  you  can  stay  if  you  will  or  you 
can  be  excused.  What  we  have  is,  unfortunately,  three  votes.  So,  we 
are  going  to  be  gone  for  about  a  half-hour,  and  it  is  now  11:50  a.m., 
and  you  nave  got  other  important  engagements. 

We  do  appreciate  your  appearance  here  before  this  committee. 
Thank  you  very  much. 

The  committee  will  be  in  recess. 

[A  brief  recess  was  taken.] 

The  Chairman.  Well,  I  would  like  to  say  good  afternoon  to  our 
friends  in  Mexico.  I  am  Chairman  Rollings,  chairman  of  the  Com- 
mittee on  Commerce,  Science,  and  Transportation.  We  have  been 
holding  a  series  of  oversight  hearings  on  the  North  American  Free 
Trade  Agreement  with  the  great  country  of  Mexico. 

We  have  not  been  able  to  get  quite  the  balance  that  we  would 
have  wished  on  both  sides  of  the  aisle  here  with  Senators,  and  un- 
fortunately this  morning  we  are  all  wrapped  up  in  some  votes. 
Now,  I  voted  early.  The  other  members  will  be  coming  back. 

But  I  think  what  we  should  do  in  welcoming  our  witnesses  from 
Mexico  City,  that  we  identify  them  in  the  order  in  which  they  are 
asked  to  make  their  statements.  And  if  they  can  try  to  limit  their 
statements  verbally  here  to  about  5  minutes  that  will  take  up  a 
good  half  hour.  We  only  have  the  remaining  hour  on  this  satellite. 
We  want  to  leave  at  least  the  remaining  half  hour  for  questions 
from  the  colleagues. 

If  you  have,  as  some  do,  a  prepared  statement,  those  statements 
will  be  entered  into  the  record  in  their  entirety,  but  we  do  ask  that 
you  highlight  them. 

So,  as  the  chairman  of  the  committee,  here  is  the  order  that  I 
have  been  instructed  as  to  the  desire  to  be  heard.  Dr.  Miguel 
Basanez,  the  president  of  Market  and  Opinion  Research  Inter- 
national, MORI  de  Mexico,  World  Association  for  Public  Opinion. 

Then  second.  Dr.  Jorge  Castaneda  of  the  National  Autonomous 
University.  Then  Ms.  Amalia  Garcia,  the  secretary  for  inter- 
national affairs,  the  Party  of  the  Democratic  Revolution. 

Fourth,  Mr.  Zeferino  Torre  Blanco,  president  of  Super  Super,  Inc. 
And  five,  Mr.  Alfredo  Corella,  an  attorney  at  law. 

I  see  you  folks  down  there  clearly,  and  I  was  just  told  by  the 
leadership  on  the  floor  of  the  U.S.  Senate  that  this  sort  of  sets  a 
precedent  for  appearances  here  which  probably  will  take  root.  We 
have  a  tremendous  expense  bringing  in  witnesses  all  the  way  from 
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California  and  the  Northwest  on  other  occasions,  and  if  we  can 
have  these  satellite  hearings  in  Mexico,  we  ought  to  be  able  to  have 
them  in  our  own  country.  And  we  will  have  some  other  coming 
along  asking  the  question. 

But  Dr.  Basanez,  let  me  first  recognize  you,  sir,  and  proceed 
please. 

STATEMENT  OF  DR.  MIGUEL  BASANEZ,  PRESmENT,  MARKET 
AND  OPINION  RESEARCH  INTERNATIONAI^[MORIl  DE  MEX- 
ICO, WORLD  ASSOCIATION  FOR  PUBLIC  OPINION  RESEARCH 
[WAPORl 

Dr.  Basanez.  Yes,  sir,  Mr.  Chairman.  I  would  like  to  highlight 
some  aspects  of  public  opinion  in  Mexico  about  the  United  States 
and  free  trade. 

In  a  survey  that  we  took  in  the  United  States,  Canada,  and  Mex- 
ico in  1990  with  the  University  of  Michigan  as  it  appears,  and  I 
think  you  have  a  copy  of  that  graph  but  it  can  be  shown  on  the 
screen  also,  you  could  notice  that  on  three  different  commissions 
the  opinions  in  the  three  different  countries  are  different,  particu- 
larly the  United  States. 

On  a  freer  trade,  on  conditional  commissions,  the  United  States 
was  very  much  against,  Canada  was  in  the  middle  range,  though 
Mexico  was  70  points  agreeing. 

If  no  jobs  are  lost,  then  both  Canada  and  the  United  States  are 
higher,  agreeing,  and  Mexico  remains  the  same.  And  the  three 
countries  are  on  around  75  percent  agreeing  on  May  1990,  when 
this  survey  was  taken. 

Do  you  have  a  copy  of  this  graph? 

The  Chairman.  I  do  have  it.  We  will  show  it  also  on  the  screen, 
because  we  will  make  it  a  public  record.  We  have  it.  It  will  be  part 
of  the  record.  You  can  proceed,  please. 
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Dr.  Basanez.  The  second  graph  I  wanted  to  present  is  how  the 
opinion  on  NAFTA  has  changed  from  1990  up  to  today.  In  1990  the 
Mexican  public  was  nearly  80  points  in  favor  of  NAFTA  and  15 
points  against.  In  1991  the  favorable  opinion  dropped  to  60  points, 
to  50  points  in  1992,  and  to  45  points  today. 
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Are  yon  in  favor  or  against  NAFTA? 


P    80 
O 


70 

•," 

60  - 

^^^~~~^ 

~~" — -m^ 

50 

1 

'    "     ■  - 

n    favor  ■ 

A  0 

30  - 

J 

20 

^ 

n- " — 

1 1 

-a 

1 

Again-^lB 

10 

^ 1 

WmmI 

1990 


199  1 


I  J  92 


199  3 


\\>il.l    Valiir,    Siirvry.    Thr    Uriivctsw    "(    Mnli.R.m.    May    '>"".    »     I  •>  >  1  /    Scplrnil'T    lO")!.    I  A    1  irnc^.    n-l"i-15    / 
AiiEiisl    ^992.   WcrkI      R.itlin   Nrvv<    Smv-y.    n-IK./   I 'I'     I'i''.^.    f-xrrlsiof,    n^H?! 


Dr.  Basanez.  The  sun'eys  were  taken  for  the  University  of 
Michigan  in  1990,  for  the  L.A.  Times  in  1991,  for  a  radio  news  pro- 
gram in  1992,  and  for  Excelsior,  a  Mexican  newspaper,  in  1993. 


What  is  your  opinion  about  the  US? 
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Dr.  Basanez.  When  we  ask  who  benefits  from  NAFTA  what  we 
got — and  that  is  under  graph  No.  3.  What  we  got  is  exactly  the  re- 
verse opinion  than  what  you  got  in  the  U.S.  In  1991,  45  percent 
of  the  Mexican  public  thought  that  the  United  States  benefited 
from  NAFTA,  and  21  percent  thought  that  Mexicans  benefited  from 
it.  In  1993,  the  people,  the  Mexicans  feeling  that  NAFTA  benefits 
the  United  States  increased  to  51.  On  the  people  feeling  that  Mex- 
ico would  benefit  from  it  decreased  to  14. 

Now,  if  we  go  to  the  fourth  graph,  what  is  your  opinion  about  the 
United  States,  we  could  notice  that  Mexicans  have  now  a  more  fa- 
vorable opinion  about  your  country.  In  1988,  35  percent  had  a  good 
opinion.  In  1991  that  increased  to  nearly  60.  On  this  year  the  de- 
crease will  be  to  45,  whereas  the  bad  opinion  in  1988  was  20  per- 
cent, in  1991  it  was  14,  and  in  1993  it  is  16.  And  so  you  may  see 
that  there  is,  I  would  say,  a  stable  opinion.  The  decrease  that  we 
have  the  last  year  may  be  for  some  problems  that  have  arisen  at 
the  beginning  of  this  year  on  the  relations  between  the  two  coun- 
tries, at  least  as  perceived  by  the  public. 


54 


Who  benefits  from  NAFTA? 
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Dr.  Basanez.  The  last  graph  that  I  wanted  to  emphasize  for  you 
is  that  of  opinions  of  Mexicans  about  the  United  States  came  from 
almost  one-half  of  the  population  having  relatives  in  the  United 
States.  Forty-three  percent  of  Mexicans  have  relatives  in  the  Unit- 
ed States,  as  well  as  one-third  of  the  Mexican  public  has  visited 
your  country.  So,  most  of  the  opinions  that  Mexicans  hold  about 
the  United  States  on  what  is  forming  on  NAFTA  is  not  just  from 
what  they  read,  but  a  lot  of  that  from  what  they  have  personally 
experienced. 


Do  ynij  have  relatives  in  the  US? 
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Dr.  Basanez.  I  thought  it  would  be  of  mterest  to  present  for  you 
these  data,  and  I  would  be  very  glad  to  expand  on  your  questions 
about  it. 

The  Chairman.  Well,  very  good.  We  will  come  back  to  those 
questions.  We  will  next  hear  from  Mr.  Castaneda. 

STATEMENT  OF  JORGE  G.  CASTANEDA,  NATIONAL 
AUTONOMOUS  UNIVERSITY 

Mr.  Castaneda.  Thank  you.  It  is  a  pleasure  to  be  with  you,  Sen- 
ator Hollings,  through  the  satellite  hookup. 

I  think  this  is  a  particularly  interesting  experience  for  people  in 
Mexico.  As  you  know,  it  has  not  always  been  simple  for  Mexicans 
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to  deal  with  the  U.S.  Congress.  I  think  this  new  experience  will 
make  it  a  lot  easier,  and  hopefully  this  will  sort  of  open  up  the  pos- 
sibilities of  a  greater  exchange  between  our  two  countries. 

I  must  mention 

The  Chairman.  Let  me  ask  a  question.  It  was  earlier  reported 
that  the  press  of  Mexico  was  trying  to  cover  this  particular  hear- 
ing. They  were  trying  to,  of  course,  get  in  the  studio,  as  I  under- 
stand it,  with  you  to  hear  the  questions  and  hear  the  answers.  Is 
the  Mexican  press  present? 

Mr.  Castaneda.  No,  Senator.  Unfortunately,  the  company  here, 
Televisa,  has  refused  to  allow  the  Mexican  press  in,  which  is  why 
we  are  all  here.  We  decided  to  continue  to  be  here  and  carry  on 
with  this  exercise,  but  nonetheless  under  protest. 

We  think  it  is  totally  inadmissible  that  Televisa,  the  Mexican 
company  that  you  hired  to  do  the  technical  linkup,  has  decided  on 
its  own  accord  and  without  your  agreement  or  our  agreement  in 
any  case  to  not  let  the  Mexican  press  attend  this  hearing,  which 
takes  this  to  the  extreme,  the  absurd. 

The  same  Mexican  media  who  are  not  being  allowed  into  the  stu- 
dio here  have  correspondents  in  your  chamber  right  now  in  Wash- 
ington and  are  able  to  see  and  hear  all  of  this  in  Washington,  but 
they  cannot  hear  it  and  they  cannot  see  it  here.  This  is  an  example 
of  the  type  of  difficulties  we  face  in  having  free  debate  on  NAFTA 
in  Mexico,  which  was  the  main  point  I  wanted  to  try  and  make, 
Senator. 

The  Chairman.  Well,  please  proceed  with  your  statement. 

Mr.  Castaneda.  Thank  you.  I  wanted  to  open  very  quickly  by 
saying.  Senator,  that  I,  as  so  many  of  my  compatriots,  are  not  op- 
posed to  the  idea  of  a  free  trade  agreement  between  Mexico  and  the 
United  States  and  Canada,  or  even  to  many  of  the  features,  I 
would  say  to  most  of  the  features  that  the  current  agreement  has, 
but  we  believe,  or  I  certainly  believe  that  the  type  of  debate  that 
has  been  taking  place  and  is  taking  place  in  the  United  States  and 
that  has  taken  place  in  Canada  before,  were  it  to  take  place  in 
Mexico,  would  have  enriched  the  agreement  and  would  improve  the 
agreement  and  would  also  make  it  much  more  attractive  and  palat- 
able to  the  Mexican  population. 

One  of  the  reasons  that  Miguel  Basanez'  polls  and  so  many  other 
polls  show  a  significant  drop  in  support  for  NAFTA  in  Mexico  is  be- 
cause first  there  were  excessive  expectations  aroused  by  the  hype 
the  government  put  into  this,  and  then  now  a  great  deal  of  dis- 
appointment and  disenchantment  with  it,  but  not  because  any  of 
this  is  based  on  real  information,  but  simply  because  what  is  going 
on  is  that  there  is  no  debate. 

I  think  the  important  point  is  to  realize  that  in  Mexico  it  is  ex- 
tremely difficult  to  have  the  type  of  discussion  and  debate  on  tele- 
vision or  on  the  radio  about  NAFTA  that  has  taken  place  in  the 
United  States  and  in  Canada.  This  is  not  true  of  much  of  the  writ- 
ten press.  The  written  press  has  been  quite  open  and  has  encour- 
aged debate.  Opinions,  pro  and  con,  appear  often. 

But  the  written  press  in  Mexico,  for  all  sorts  of  historical  rea- 
sons, has  very  small  circulation.  The  largest  newspaper  in  Mexico 
maybe  sells  100,000,  120,000  copies,  whereas  television  and  radio. 


56 

which  truly  has  mass  audiences,  are  completely  closed  off  to  debate 
on  these  matters. 

I  know  the  U.S.  press  has  reported  in  recent  days  on  a  clamping 
down  on  freedom  of  expression  on  the  radio  in  Mexico  in  recent 
times,  the  firing  of  a  very — or  the  resignation-come-firing  of  a  very 
distinguished  commentator,  the  difficulties  of  having  a  debate  on 
the  radio,  and  television,  of  course,  is  totally  out  of  the  question, 
as  once  again  illustrated  by  the  problems  we  are  having  right  here 
today. 

So,  my  first  point  would  be.  Senator,  that  it  is  important  for  you 
in  the  United  States  to  realize  that  when  you  hear  someone  say 
that  Mexicans  believe,  Mexicans  think,  Mexicans  support,  or  Mexi- 
cans oppose  NAFTA,  we  do  not  really  know  what  anybody  in  Mex- 
ico thinks,  but  the  important  point,  of  course,  is  that  there  has 
been  no  debate  allowing  Mexicans  to  have  an  informed  opinion 
about  NAFTA. 

Second,  this  means,  of  course,  as  I  said  initially,  that  the  process 
of  enrichment,  of  improvement  of  NAFTA  that  has  occurred  in  the 
United  States  and  partly  in  Canada,  is  not  occurring  in  Mexico. 

I  understand  that  even  now  we  are  in  the  mock  markup  process 
in  the  main  committees  in  the  Senate  and  in  the  House  you  are 
going  through  a  series  of  amendments  or  proposed  changes  in  the 
implementing  legislation,  and  already  President  Clinton  has  nego- 
tiated parallel  agreements  which  have  made  NAFTA  a  better 
NAFTA.  Not  as  good  as  I  think  it  should  be,  and  not  as  good  as 
I  know  many  of  my  friends  in  the  United  States  think  it  should  be, 
but  nonetheless  there  has  been  a  process  of  enrichment,  of  im- 
provement, of  amendment,  of  discussion,  which  is  the  rational,  log- 
ical product  of  the  type  of  debate  you  are  having  in  the  United 
States. 

This  debate,  because  it  is  not  taking  place  in  Mexico,  does  not 
allow  the  different  sectors  of  Mexican  society  to  also  improve  and 
enrich  NAFTA.  This  was  done  by  the  government  with  a  few  big 
businessmen  who  have  a  direct  vested  interest  in  participating  in 
NAFTA.  No  one  else  in  Mexican  society  has  had  the  opportunity 
to  participate  in  this. 

Finally,  another  negative  consequence  of  this  state  of  affairs, 
Senator,  would  be  that  the  agreement  has  raised  excessive  expecta- 
tions in  Mexico.  It  has  been  oversold  as  something  that  will  solve 
all  of  the  problems  of  U.S. -Mexican  relations  in  the  past,  bring  eco- 
nomic prosperity  to  Mexico  overnight,  and  solve  many  of  Mexico's 
even  political  problems,  and  there  is  a  very  good  example  of  why 
not  only  this  is  not  true,  but  how  dangerous  it  is  to  proceed  this 
way. 

As  you  know,  for  now  nearly  a  month,  the  Immigration  and  Nat- 
uralization Service  of  the  United  States  has  imposed  an  operation 
blockade  on  the  El  Paso-Juarez  border  with  tremendous  damage  to 
the  Mexican  side  of  the  border,  carrying  out  a  policy  which  is  uni- 
lateral, which  is  humiliating,  which  is  totally  unacceptable  to  any- 
body in  Mexico,  all  of  this  at  the  same  time  that  theoretically  free 
trade  is  being  signed  between  the  two  countries  and  JDringing  an 
end,  theoretically  or  supposedly,  to  the  conflictive  or  difficult  rela- 
tions we  have  had  in  the  past. 
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I  think  this  is  another  reason  why  we  should  have  had  a  real  de- 
bate in  Mexico  on  NAFTA,  and  until  we  have  a  real  debate  in  Mex- 
ico on  NAFTA,  we  will  not  have  an  informed  public  opinion  here 
that  will  not  have  excessive  expectations  about  what  NAFTA 
means. 

I  think,  Senator,  that  this  is  one  of  the  reasons  why  it  would  be 
best  to  find  a  way  to  link  NAFTA,  the  ratification  of  NAFTA  in  the 
United  States  and  elsewhere  to  the  type  of  opening  up  and  the  type 
of  debate  in  Mexico  and  elsewhere  that  should  take  place  for  this 
to  be  an  informed  decision  by  all  concerned. 

Thank  you.  Senator  Hollings. 

The  Chairman.  Thank  you  very  much.  Ms.  Garcia,  the  secretary 
for  international  affairs  of  the  Party  of  the  Democratic  Revolution. 
We  will  be  glad  to  hear  from  you  now  at  this  time. 

STATEMENT  OF  AMALIA  GARCIA,  SECRETARY  FOR  INTER- 
NATIONAL AFFAIRS,  PARTY  OF  THE  DEMOCRATIC  REVOLU- 
TION 

Ms.  Garcia.  Thank  you,  Mr.  Chairman.  I  want  to  apologize  be- 
cause my  English  is  not  so  good,  but  I  believe  it  is  very  important 
to  have  this  kind  of  relation.  The  relation  between  Mexico  and  the 
United  States  is  as  old  as  the  history  of  the  two  countries. 

Now,  70  percent  of  our  trade  is  with  the  United  States,  American 
investors  coming  here  always,  all  the  time,  and  especially  in  the 
last  decades.  Mexico  has  one  of  the  most  open  economies  in  the 
world,  which  is  then  the  objective  to  sign  this  North  American  Free 
Trade  Agreement. 

I  believe  it  is  not  an  economic  issue.  It  is  most  of  all  in  Mexico 
a  political  issue,  and  it  is  going  to  have  political  consequences.  I 
also  believe  that  these  political  consequences  are  not  very  positive, 
because  if  the  treaty,  if  this  agreement  is  signed  now,  it  is  going 
to  support  the  old  political  class  who  has  been  supporting  also  the 
one  party,  or  the  state  party  system  in  Mexico. 

I  have  something  which  is  worrying  many  Mexicans  here.  Mr. 
Clinton,  President  Clinton  has  said  that  people  is  first,  but  in  Mex- 
ico we  have  poverty  which  is  something  to  worry  about — 40  million 
people  live  in  poverty.  This  is  about  60  percent  of  the  population. 

Most  of  these  are  women,  and  regarding  women  in  maquiladoras, 
which  is  the  industry  which  probably  will  grow  with  the  agree- 
ment, I  believe  that  their  conditions  of  life  are  not  going  to  be  bet- 
ter. On  the  contrary,  the  conditions  of  life  of  women  if  this  agree- 
ment is  signed  now  are  going  to  be  really  terrible,  because  the 
labor  unions  and  the  government  are  so  interested  in  creating  jobs 
that  they  do  not  want  to  support  health  conditions  and  job  security 
for  these  women.  I  believe  that  many  steps  in  labor  security  that 
have  existed  in  Mexico  for  a  long  time  have  taken  steps  backward. 

On  the  other  side,  I  believe  that  we  should  consider  if  it  is  now 
the  time  to  sign  a  bad  agreement  or  not  to  sign  an  agreement.  I 
would  prefer  not  to  sign  an  agreement  now,  and  to  make  an  agree- 
ment that  would  be  of  positive  resource  for  women  and  the  labor- 
ers. Now  especially,  when  there  is  no  guarantee  for  these  women 
in  the  maquiladoras,  especially  in  the  borderline  inside  Mexico,  I 
believe  that  this  agreement  is  not  going  to  be  very  good. 
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I  also  want  to  say  that  the  relations  should  be  based  on  respect, 
on  the  recognition  that  we  have  differences,  and  one  of  the  ques- 
tions that  I  am  concerned  especially  about,  because  I  come  from  a 
state  which  has  a  great  immigration  to  the  United  States,  is  this 
question  about  undocumented  workers. 

If  we  are  opening  our  trade,  if  we  are  opening  our  investment, 
if  we  are  opening  in  economic  questions,  what  is  the  argument  to 
close  the  border,  as  it  has  been  done  in  the  last  2  weeks? 

This  morning  I  read  in  the  Mexican  newspapers  maybe  that  is 
something  that  should  be  clarified,  that  some  marines  were  going 
to  be  sent  to  the  Mexican  borders.  I  think  there  are  so  many  ques- 
tions that  should  be  discussed,  that  I  do  not  understand  the  hurry 
to  sign  this  agreement  now. 

And  the  other  questions  I  would  make,  and  I  would  make  to  you, 
is  why  sign  an  agreement  with  a  government  that  is  finishing  its 
term?  What  are  the  guarantees  that  the  new  government  that 
comes  is  going  to  support  this  agreement  and  is  going  to  have  a 
positive  attitude  toward  this  agreement? 

I  think  that  it  would  be  better  to  wait.  We  are  going  to  have  elec- 
tions next  year  in  1994,  and  only  the  new  government  discuss  the 
possibility  of  a  long-term  agreement  that  would  benefit  the  Mexi- 
can people  and  make — the  people  in  the  United  States  and  make 
real  better  conditions  for  all  of  us.  I  hope  that  what  President  Clin- 
ton has  said,  as  I  mentioned  before,  people  first,  is  now  the  most 
important  question  in  the  debate  for  NAFTA. 

Thank  you. 

The  Chairman.  We  thank  you  very  much.  We  now  have  Mr, 
Zeferino  Torre  Blanco. 

STATEMENT  OF  ZEFERINO  TORRE  BLANCO,  PRESIDENT, 

SUPER  SUPER,  INC. 

Mr.  Blanco,  Thank  you,  Senator.  It  is  a  pleasure  for  me  to  have 
this  opportunity  and  to  say,  first  of  all,  that  I  would  stress  that 
what  I  will  say  in  this  hearing  I  have  already  declared  before  to 
the  local  mass  media  in  Acapulco.  Unfortunately,  the  local  mass 
media,  with  very  few  exceptions,  did  not  convey  my  message  to  the 
people. 

The  local  and  political  experiences  I  am  relating  happened  just 
a  couple  of  weeks  ago.  Electoral  fraud  is  the  common  denominator 
of  the  municipal  elections  held  in  Acapulco,  as  we  have  seen  in  the 
rest  of  the  republic.  Perhaps  in  Acapulco  the  methods  were  not  as 
sophisticated  as  in  other  Mexican  cities,  where  there  were  many 
foreign  observers. 

Now,  these  methods  of  fraud  exist  in  Acapulco.  I  want  to  place 
before  you  the  importance  of  Acapulco  in  the  state's  economy  in 
order  that  its  weight  justifies  the  Mexican  regime  and  the  necessity 
for  fraud.  Acapulco  contributes  75  percent  of  the  revenues  of  the 
State  of  Guererro,  a  state  that  is  recognized  by  the  government  sta- 
tistics has  one  of  the  lowest  income  and  one  of  the  poorest  of  its 
inhabitants.  What  we,  the  people  of  Acapulco,  need  is  honest  mu- 
nicipal authorities  in  order  that  the  municipal  budget  be  used  with- 
out corruption  leaks  in  order  to  offer  the  public  works  required  by 
this  starving  community  and  the  services  required  by  all  of  its  pop- 
ulation, both  urban  and  rural. 
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The  State  of  Guererro  made  a  strategic  emphasis  in  economic  de- 
velopment, as  you  know.  It  is  a  resort  sector.  This  is  not  growing 
in  this  area  of  the  country  because  of  the  corrupt  municipal  admin- 
istration that  Acapulco  has  suffered  in  the  last  years.  Therefore,  in 
my  opinion,  before  discussing  the  details  of  NAFTA  as  negotiated, 
we  have  to  first  clean  our  house  by  opening  it  to  the  real  effective 
democracy.  We  cannot  continue  with  rhetorical  speeches  on  democ- 
racy without  seeing  that  it  is  implemented  in  my  country. 

Thank  you  very  much. 

The  Chairman.  Well,  we  thank  you  very,  very  much,  sir,  and  fi- 
nally, Mr.  Alfredo  Corella.  We  would  be  delighted  to  hear  from  you, 
sir. 

STATEMENT  OF  ALFREDO  CORELLA,  ATTORNEY-AT-LAW 

Mr.  Corella.  Thank  you  very  much,  Mr.  Chairman,  for  this  op- 
portunity. I  have  sent  already  my  written  testimony  touching  on 
the  economic  problems  that  NAFTA,  as  negotiated,  will  have  in  the 
two  countries.  There  are  many  relevant  questions  that  still  need  to 
be  answered  to  get  the  full  view  of  its  effects  on  the  peoples  of  Mex- 
ico, the  United  States,  and  Canada. 

What  was  missing,  and  I  would  like  to  complement,  is  the  politi- 
cal side.  Normally,  this  is  not  discussed,  but  the  Salinas  regime  is 
placing  very  high  stakes  in  the  approval,  or  of  having  the  approval 
by  the  U.S.  Congress  of  NAFTA  as  they  have  been  negotiated.  One 
can  ask  why  this  interest?  Because  it  seems  that  the  needs  for  the 
approval  of  NAFTA  as  negotiated  are  required  to  maintain  the 
same  group  in  power  in  the  Mexican  Government. 

This  same  group  has  repressed  democratic  expression  in  electoral 
processes.  The  newly  reformed  articles  of  the  Mexican  Constitution 
give  way,  as  those  made  at  the  beginning  of  the  Salinas  regime,  to 
a  new  reformed  electoral  law,  the  Federal  electoral  law,  cofite,  as 
we  know  it.  It  is  the  second  that  has  been  passed  by  a  docile  Con- 
gress in  this  regime's  6-year  term  of  office. 

How  democratic  were  these  changes?  These  supposed  reforms  or 
gradual  approach  concessions  to  democratic  principles  are  a  farce. 
These  just  were  a  facade  to  cover  the  true  intentions  of  the  Salinas 
regime  to  control  the  electoral  processes  in  themselves,  and  of 
course  the  electoral  results  of  1994. 

Let  us  review  some  of  the  quirks  of  these  reforms  to  judge  the 
opening  or  supposed  opening  that  Carlos  Salinas  offered  to  the 
Mexican  people  to  foster  at  the  beginning  of  his  tenure  of  office: 
morality  in  politics,  transparency,  and  impartiality  in  the  forthcom- 
ing elections.  Some  examples  are  very  obvious  if  one  can  sit  down 
and  go  through  the  law  and  the  reformed  constitution. 

One  can  ask,  is  it  not  strange  that  by  law  the  observation  of  the 
electoral  processes  in  Mexico  is  just  a  right  granted  to  Mexicans? 
The  foreign  observers  are  not  permitted  now  without  due  registra- 
tion in  the  Mexican  Secretary  of  the  Interior  before  observing  the 
election,  and  of  course,  with  the  authorization,  then  they  have  to 
submit  their  reports  first  to  the  government  before  allowing  them 
to  be  let  out. 

Second,  although  the  law  restricts  political  contributions  and 
spendings  of  the  political  parties  through  a  series  of  detailed  re- 
quirements and  government  fiscalization,  anonymous — and  I  say 
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anonymous — donations  of  any  amount  are  permitted  by  the  govern- 
ment without  fiscalization.  These  donations  or  contributions  are 
not  specified.  It  is  well  to  remember  in  this  time  the  $25  million 
contributions  that  were  solicited  to  the  leading  entrepreneurs  of 
the  Mexican  establishment  some  time  ago  for  the  political  coffers 
of  the  government's  party. 

All  important  constitutional  changes,  one  must  take  heed,  are 
open  for  electoral  processes  that  will  be  held  not  in  1994  but  after 
1994.  The  Salinas  regime  is  bent  on  controlling  the  results  of  these 
August  elections  of  1994  to  ensure  who  he  designates  will  assume 
the  presidency,  and  also  those  who  will  fill  a  docile  and  submissive 
congress  to  back  up  any  presidential  decree. 

An  excellent  question  that  can  be  raised  is,  on  electoral  proce- 
dures, how  are  the  organisms  that  control,  that  supervise,  that  or- 
ganize the  elections,  and  that  give  their  fiat  to  who  is  to  be  recog- 
nized as  the  man  who  received  the  mandate  of  the  people? 

When  one  sees  the  situation,  how  these  are  constituted,  how 
these  elements,  how  these  bodies  are  constituted,  one  can  be  sure 
to  see  that  the  president,  the  government,  and  the  official  party 
controlled  the  majority  of  those  that  constitute  these  organisms  di- 
rectly or  indirectly.  Therefore,  theoretically,  democracy  is  exercised 
when  they  take  a  ballot  in  these  organisms,  but  always  we  are 
playing  with  loaded  dice.  The  government  has  the  majority. 

Also  another  interesting  question  to  ask  is  on  the  padron.  We  say 
the  padron  is  the  voter's  registry  listing.  The  government  has  de- 
cided some  time  ago  for  the  elections  of  1991  to  redo  the  padron, 
because  everyone  was  complaining  about  it.  There  were  too  many 
dead  people  still  voting,  and  too  many  people  who  were  prevented 
from  voting. 

Now,  this  new  system  was  done  in  three  stages,  but  time  was 
pressmg,  so  the  three  stages  were  overlapped  and  these 
overlappings  permits  the — how  would  I  say  it? — the  inclusion  of  a 
percentage  of  error  between  one  process  and  he  other,  so  much  so 
that  just  the  mechanics  of  how  it  was  done  can  permit  an  error  be- 
tween 35  to  40  percent  in  many  areas,  and  this  percentage  leeway 
gives  the  Grovernment,  who  controls  the  system,  the  ability  to  ma- 
nipulate and  shave  electronically,  to  do  what  we  call  electoral  engi- 
neering, or  a  sophisticated  fraud  by  computers. 

Many  questions  can  be  had,  but  time  is  short,  but  I  believe  that 
this  will  give  you  an  idea  that  NAFTA  is  needed  as  negotiated,  not 
to  benefit  the  peoples  of  the  United  States,  of  Canada,  and  Mexico. 
It  is  not  for  the  common  good,  but  it  is  serving  special  interest 
groups,  that  all  they  want  is  profit  for  themselves,  and  relegate  the 
NAFTA  treaty  as  negotiated  not  to  serve  the  peoples  of  these  three 
countries. 

Thank  you.  Senator,  for  allowing  me  to  express  my  views. 

[The  prepared  statement  of  Mr.  Corella  may  be  found  in  the  com- 
mittee's files.] 

The  Chairman.  Well,  thank  you  very  much.  And  right  to  the 
point,  the  committee  is  indebted  to  each  of  you  outstanding  citizens 
down  there  in  Mexico  for  your  candor  and  willingness  to  appear 
and  inform  the  committee. 

Let  me  just  say  this,  relax  a  little  now,  because  we  have  iust  two 
of  us.  We  have  got  the  distinguished  Senator  from  Nebraska,  Sen- 
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ator  Exon,  who  is  back  with  us.  Everybody  else  wants  to  eat.  This 
is  our  sort  of  lunch  or  dinner  hour.  I  think  we  will  gain  a  lot  more 
by  listening  to  you  folks.  But  what  I  am  trying  to  do  is  create  an 
atmosphere  of  informality. 

You  folks  have  been  better  disciplined  than  most  witnesses  that 
have  ever  appeared  before  the  committee.  When  we  tell  them  to 
limit  it  to  five  minutes,  they  keep  on  going.  So,  we  do  have  a  good 
one-half  hour. 

I  will  comment  on  one  thing,  ask  a  couple  of  questions  and  then 
I  have  got  plenty  more,  but  I  want  to  yield  to  Senator  Exon  now. 

Mr.  Castaneda,  you  and  Ms.  Garcia,  I  could  tell  the  strength  of 
feeling  you  had  with  respect  to  the  blockade  that  we  might  call  it 
down  there  in  Juarez.  Let  me  try  to  bring  a  little  understanding 
to  that  particular  procedure  and  tell  you  that  we  will  have  a  bene- 
fit from  this  particular  hearing,  because  I  will  get  in  touch  with  the 
Attorney  General,  Ms.  Janet  Reno. 

General  Reno  appeared  on  a  different  score,  just  before  the  com- 
mittee on  yesterday,  but  I  know  she  and  others  have  been  down 
there,  and  she  is  committing  to  the  concerns  that  we  have  had,  de- 
veloping over  a  period  of  years  now,  with  respect  to  immigration 
and  our  borders  and  what  really  happens  economically. 

We,  as  they  say  in  this  country,  are  on  the  short  rolls.  We  have 
cut  all  the — well,  we  have  not  cut  all  the  programs — we  have  found 
the  ones  that  we  could  cut,  just  recently  one  here  down  in  Texas, 
the  Supercollider.  We  tried  to  save  here  and  there — everybody  is 
opposed  to  taxes.  We  do  not  have  the  money  for  the  programs,  but 
particularly  the  health  and  benefit  programs  continue  to  grow.  And 
when  they  continue  to  grow,  well,  the  population  or  citizenry  begin 
to  look  and  see  who  is  getting  all  these  benefits. 

And  particularly  down  in  Texas,  along  the  border,  and  particu- 
larly in  California,  there  is  a  strength  of  field  there  that,  wait  a 
minute,  all  you  do  is  you  run  up  across  the  border  and  you  will  im- 
mediately receive,  if  not  a  job,  because  you  are  more  willing  to 
work,  maybe,  than  some  of  us  and  you  have  not  been  paid  any- 
thing, you  can  certainly  get  better  housing  benefits,  you  can  cer- 
tainly get  better  health  care. 

You  no  doubt  in  some  instances  get  better  educational  opportuni- 
ties for  your  children.  If  you  get  a  social  security  number,  you  are 
then  entitled  to  be  taken  care  of  And  the  citizenry  says,  heavens 
above,  what  is  going  on? 

So,  we  just  left  the  fioor  of  the  U.S.  Senate,  where  we  have  added 
some  600  border  patrol.  They  say  in  the  Congress  that  we  have  not 
been  really  controlling  our  own  borders,  like  other  countries  control 
theirs.  Mexico  controls  it.  I  happened  to  be  down  there  the  week 
before  last,  and  they  have  got  a  random  stopping  number,  and  if 
your  number  comes  up  going  through  the  gate  they  will  pull  you 
to  the  side.  They  pulled  me  to  the  side.  They  told  me  nothing  was 
wrong  with  me,  but  I  was  picked  at  random. 

So,  I  understand  that.  I  think  what  we  have  to  do  is — no  in- 
tended insult  to  Mexico  whatever — there  is  no  lack  of  awareness  of 
the  number  of  workers,  let  us  say,  at  Juarez  coming  in  to  work 
over  in  El  Paso,  and  the  number  of  workers  in  Tijuana  daily  com- 
ing over  to  work  in  San  Diego,  and  those  kind  of  things.  Yet,  it  has 
not  apparently  been  coordinated.  No  one  wants  to  be  insulting  or 
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anything  else  to  Mexico,  and  we  will  try  to  get  a  better  coordina- 
tion for  it. 

But,  just  as  a  lay  Senator,  not  on  that  border,  to  see  the  official 
sanction  by  way  of  highway  signs.  When  I  got  down  to  Tijuana  a 
couple  of  weeks  ago,  we  have  signs  along  the  highway  where  ani- 
mal crosses  or  the  cattle  crosses.  Here  we  had  the  individuals,  obvi- 
ously, a  man  and  his  wife  dragging  a  little  child  across  the  super- 
highway. They  said  go  slower,  because  this  is  where  the  undocu- 
mented workers  are  crossing  and  we  have  run  over  some  children 
there  and  this  is  a  dangerous  crossing  for  the  children  or  undocu- 
mented workers  coming  across. 

So,  it  has  been,  I  guess  some  would  say  back  here,  lax.  And  now 
they  want  to  try  to  get  more  toward  enforcement  rather  than  ap- 
prehension. They  are  closing  the  particular  immigration  stations  50 
and  90  miles  up  the  highway  there,  for  example,  in  California,  try- 
ing to  bring  the  border  patrol  down  to  the  border  itself  and  enforce 
the  law.  And  if  it  is  too  harsh,  then  we  in  the  Congress  are  the 
ones  responsible. 

I  will  try  to  get  better  coordination. 

Ms.  Garcia,  do  you  and  Dr.  Castaneda  want  to  comment? 

And  interrupt  each  other  as  you  will.  We  have  got  the  time. 

Ms.  Garcia.  Well,  thank  you  for  taking  into  account  this  ques- 
tion which  worries  so  many  Mexicans  here.  I  really  believe  that 
Mexico  and  the  United  States  can  have  excellent  relations,  because 
we  live  on  the  same  continent,  and  we  have  many  things  in  com- 
mon. We  also  can  recognize  our  differences  and  have  a  good  rela- 
tion with  this  recognition. 

And  on  the  other  side,  the  undocumented  workers,  I  believe  that 
they  have  contributed  greatly  to  create  the  economy  in  some  part 
in  the  United  States,  to  make  it  be  such  an  important  economy  in 
the  world.  They  have  also  contributed,  these  undocumented  work- 
ers, to  the  economy  in  Mexico. 

And  so  I  think  that  it  is  very  important  to  look  for  means  or 
ways  so  that  they  can  stay  in  our  country,  not  leave  their  families, 
but  work  here,  and  will  have  a  work  where  the  life  is  of  dignity 
and  not  a  life  like  the  one  that  is  now  for  women  in  the 
maquiladoras.  I  think  these  issues,  like  other  issues,  should  have 
not  electoral  objectives,  so  that  they  could  discuss  according  to  our 
needs  and  your  needs. 

Thank  you  very  much. 

The  Chairman.  Well,  thank  you  very  much. 

Let  me  at  this  point,  in  the  record,  insert  the  statement  of  Mr. 
Alfredo  Aquila,  who  was  to  appear.  He  has  got  his  full  statement; 
we  want  to  enter  that  in  the  record. 

Let  me  yield  now  to  Senator  Exon  of  Nebraska. 

Senator  ExoN.  Mr.  Chairman,  thank  you  very  much. 

I  would  like  at  this  time,  just  for  the  record,  to  enter  my  state- 
ment at  the  beginning  of  the  hearing  today,  if  that  would  be  in 
order. 

The  Chairman.  It  will  be  included. 

Senator  ExoN.  I  certainly  want  to  thank  you  for  this  very  innova- 
tive situation  we  have  with  our  friends  from  Mexico,  talking  via 
satellite  to  those  of  us  here  on  the  Commerce  Committee  of  the 
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U.S.  Senate.  And  I  am  keenly  interested  in  the  views  of  each  and 
every  one  of  you  with  regard  to  NAFTA. 

I  do  not  know  the  broad  base  of  the  debate  or  lack  of  a 
broadbased  debate  in  Mexico.  I  would  like  to  have  some  input  from 
you  on  that,  what  percentage  of  the  population  of  Mexico,  in  your 
judgment,  are  informed  about  the  proposed  treaty  and  what  vour 
views  are  as  to  what  the  majority  of  the  people  in  Mexico  think  on 
the  issue,  pro  or  con. 

So  that  you  understand  fully,  I  am  one  who  has  not  made  up  my 
mind  on  my  eventual  vote.  But,  from  the  beginning,  I  have  been 
leaning  against  support  of  this  treaty.  But  my  position  is  not  firm, 
and  I  am  trying  to  learn  more  and  more  as  I  go  along  how  this 
would  affect  not  only  Mexico  and  the  United  States,  but  our  other 
friends  to  the  north,  the  Canadians,  and  what  is  fair  and  what  is 
not  unfair. 

One  of  the  things  that  we  heard  here  at  our  hearing  this  morn- 
ing with  Ambassador  Kantor  and  what  we  have  heard  at  the  de- 
bate raging  in  the  United  States  today — and  while  I  suspect  that 
with  the  many  other  things  that  have  preoccupied  Americans  in  re- 
cent days,  I  would  say  that  now  I  believe  there  is  an  increasing 
focus  by  Americans  in  general  on  this  issue,  where,  until  recently, 
I  think  many  Americans  have  not  been  involved.  But  now  we  are 
coming  down  to  the  decisionmaking  time,  and  I  hear  more  and 
more  about  it  at  home  in  Nebraska,  and  even  contacts  here  in 
Washington,  DC. 

One  of  the  things  that  we  hear  time  and  time  again  expressed 
by  the  President,  former  Presidents  of  the  United  States,  some  of 
the  people  from  Mexico  and  some  of  the  people  from  Canada  who 
actively  support  this  agreement  is  that  if  we  do  not  ratify  the 
agreement — that  is,  if  Mexico  does  not  ratify  it  or  if  Canada  does 
not — more  importantly,  I  guess  the  focus  now  is  on  the  U.S.  Con- 
gress, and  that  is  where  the  prominent  battleground  is  right  now 
as  far  as  we  are  concerned — if  there  is  a  battleground  at  any  par- 
ticular part  of  your  political  establishment  now,  I  would  like  to 
hear  about  that — but  what  we  hear  time  and  time  again  is  that  we 
run  a  grave  risk,  if  we  do  not  approve  this  agreement,  because  it 
will  have  a  catastrophic  breakdown  of  mutual  understanding  in 
trade  between  the  countries,  particularly  between  the  sovereign 
country  of  Mexico  and  the  sovereign  country  of  the  United  States 
of  America. 

Let  me  ask  this  question,  if  I  might.  What  would  happen  of  a  cat- 
astrophic nature,  in  your  opinion,  if  the  treaty  would  not  be  ratified 
by  the  Congress  of  the  United  States?  What  might  and  might  not 
happen  adversely  in  the  future  between  the  relations  of  our  two 
countries  if  we  fail  to  ratify  as  the  President  has  requested? 

Mr.  Basanez.  May  I  answer  that  question. 

We  have  posed  some  questions  on  that  topic  on  public  opinion 
surveys.  And  what  we  have  found  is  that  because  the  negotiations 
take  so  long,  the  public  is  just  kind  of  getting  used  to  the  prob- 
ability that  NAFTA  could  be  passed.  If  we  were  talking  in  1990, 
when  nearly  80  percent  of  the  population  was  thinking  that  every- 
thing was  to  be  solved  with  NAFTA  in  terms  of  jobs,  of  getting 
more  money  and  buying  U.S.  goods,  then  I  would  say  that  quite  an 
impact  could  have  been  produced  by  that  year. 
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But,  now,  when  opinions  are  much  more  moderate,  I  would  say, 
from  the  polls  that  I  have  mentioned,  the  general  opinion  is  that 
it  would  not  produce  an  impact  that  big  as  many  times,  from  the 
party,  I  would  say,  propaganda  has  been  said  that  it  would  produce 
a  tremendous  impact  in  Mexico,  and  that  it  would  really  harm. 

My  feeling  is  that  NAFTA  is  in  the  course  of  the  three  nations, 
according  to  all  studies  and  surveys  in  the  three  countries,  values 
on  economic,  political  and  social  bases  are  converging  in  the  three 
countries.  And  so,  in  the  medium  term,  not  even  in  the  short  term, 
something  like  that  is  going  to  happen.  We  have  to  remember  that 
Mexican  people  in  the  United  States  is  enormous.  We  have  been 
having  relations  on  visiting  your  country  for  ages,  on  migration  to 
the  United  States  has,  over  50  years,  taken  place. 

And  so,  what  is  changing  is  relations  on  the  governmental  level. 
But  on  the  social  level,  Mexican  people  and  American  people  know 
each  other  from  personal  experience.  And  so,  my  feeling  is  that  it 
is  a  little  bit  overreacting,  saying  that  if  NAFTA  does  not  pass  next 
month  or  in  the  next  three  months,  a  catastrophic  scenario  is  going 
to  be  seen  in  Mexico.  I  do  not  think  so. 

Mr.  CoRELLA.  Senator,  may  I  put  another  point  forward,  if  I 
may? 

I  would  like  to  mention  that  this  migration  into  the  United 
States,  sometimes  we  think  has  a  very  firm  foundation.  If  you  re- 
call, in  1989,  the  actual  government  released  a  number  of  products 
from  import  tariffs.  And,  therefore,  we  had  a  big  flood  of  buying 
here  in  Mexico.  Because,  together  with  this,  the  Mexican  peso,  with 
the  exchange  rate  to  the  U.S.  dollar,  made  the  U.S.  dollar  very  at- 
tractive. It  was  a  very  good  buy.  And  so  many  Mexicans  bought  a 
lot  of  merchandise  from  the  States. 

And  what  happened,  well,  this  bounced  back  to  the  Mexican  in- 
dustrial production  sector.  They  had  fewer  and  fewer  sales,  because 
Mexicans  were  preferring  many  American-made  articles.  And  that 
caused  a  layoff  in  many,  many  Mexican  industrial  plants. 

I  know  in  the  Monterrey  area,  for  example,  that  there  have  been 
two  major  cutbacks  of  blue  collar  workers  in  these  last  5  years.  We 
have  had  the  first  one  very  serious,  between  30  to  45  percent  cut 
off.  And  then,  recently,  another,  between  25  to  30  percent.  This 
puts  a  lot  of  people  out  of  work,  and  they  have  to  fulfill  their  obli- 
gations at  home. 

Well,  this  makes  other  jobs  to  be  taken  by  these  discharged  peo- 
ple, and  it  goes  down,  in  a  domino  effect,  giving  them,  the  least 
prepared,  the  opportunity  to  try  to  jump  the  fence,  as  we  say,  ille- 
gally, mto  the  United  States  to  get  moneys  to  send  to  their  families 
to  eat. 

We  have  this  very  big  problem  of  unemployment.  NAFTA,  right 
now,  will  not  create  more  jobs  in  Mexico.  On  the  contrary,  Amer- 
ican goods  will  be  coming  into  Mexico  until  Mexican  industry  be- 
comes efficient  and  effective.  And  then,  they  will,  in  turn,  be  sup- 
plying the  Mexican  market. 

And  then,  I  ask,  where  will  the  American  goods  be  absorbed  if 
the  Mexicans  are  now  supplying,  in  the  future,  their  own  market 
needs? 

We  have  to  really  go  into  this  problem  of  markets,  because  if  we 
do   not  have   a  good  market  study,   a  good   market   survey,   the 
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potentialities  of  the  market  and  who  can  buy,  I  think  we  are  mak- 
ing a  very  foohsh  foundation  to  give  rounded  figures  that  this  will 
create  a  huge  market  for  American -made  goods. 

I  think,  in  the  short  term,  you  will  be  creating  a  very  huge  de- 
mand on  poor  Mexicans  to  try  to  venture  into  the  United  States  il- 
legally. And  so  I  think  that  is  a  very  big  problem  that  should  be 
taken  into  account. 

Thank  you  very  much. 

The  Chairman.  Do  you  think  it  will  increase  the  immigration 
from  Mexico  up  to  the  United  States? 

Mr.  CoRELLA.  Yes,  sir. 

Right  now,  I  do  believe  that  if  NAFTA  goes  into  effect  now,  you 
will  see  an  increase  of  Mexican  illegal  immigration  into  the  United 
States,  very  definitely.  Because  the  people,  the  campesinos  are 
going  to  the  cities,  they  cannot  find  work.  We  have  a  demand  to 
create  1  million  jobs  per  year.  And  the  Salinas  regime  has  only  cre- 
ated, in  round  numbers,  one-half  million  in  the  almost  4-year — I 
mean  in  the  6-year  term. 

So,  therefore,  it  represents  that  there  are  about  6  million  new 
jobs  needed  to  be  created  to  absorb  the  youngsters  who  are  coming 
of  age  looking  for  a  job  for  the  first  time.  Ajid  if  they  do  not  find 
it  here,  they  will  have  to  brave  going  into  the  United  States  to  get 
the  jobs. 

Senator  EXON.  Mr.  Chairman,  I  think  it  is  very  interesting,  what 
we  are  hearing  here  today,  and  the  different  perspectives  that  all 
of  this  discussion,  and  particularly  this  interesting  discussion  that 
is  taking  place. 

Earlier  in  the  Commerce  Committee  this  morning  there  was 
quite  violent  disagreement  and  argument  among  the  Americans 
here  talking  about  it.  And  the  fear — in  fact,  the  statement  by  the 
administration  that  they  have  said  before,  that  in  the  short  term 
we  would  lose  jobs  to  Mexico  as  regard  of  NAFTA,  but  in  the  long 
term  it  would  provide  more  and  better  paying  jobs  in  the  United 
States. 

Now,  what  you  just  told  me  was  that  your  concern  is  that  it  is 
going  to  cost  Mexican  jobs  because  if  NAFTA  is  approved  it  is  going 
to  make  American  goods  that  are  generally  well  thought  of,  and  the 
American  people  that  much  more  attractive,  and  you  are  going  to 
have  less  and  less  jobs  in  Mexico,  which  is  exactly  the  turnaround 
from  what  we  heard  here  this  morning. 

Let  me  ask  this  question,  trying  to  get  a  handle  on  this.  With 
regard  to — let  me  say,  I  am  sure  that  the  tourism  industry  from 
the  United  States  is  skyrocketing  in  Mexico  today.  I  have  been  in 
your  country,  not  to  your  tourist  facilities  but  in  other  places,  and 
I  am  very  much  impressed  with  Mexico  and  the  quality  of  the  peo- 
ple there. 

Let  me  say,  though,  please  tell  us  what  you  think  of  the 
maquiladora  situation  we  have  up  on  the  border  where,  to  a  large 
extent,  American  manufacturers  have  come  just  across  the  border 
to  produce  goods,  supposedly  at  cheaper  wage  rates  than  are  paid 
to  workers  in  the  United  States,  and  supposedly  the  American  com- 
panies taking  advantage  of  what  is  interpreted  as  less  than  forth- 
right command  or  less  than  forthright  enforcement  of  the  environ- 
mental laws. 
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Maquiladoras,  we  understand  it,  has  been  a  boon  to  Mexican 
workers,  at  least  in  the  maquiladora  areas  of  Mexico.  Is  that  true, 
in  your  opinion,  and  can  you  enhghten  us  on  how  you  feel  about 
the  maquiladora's  prospect  and  how  much  more  of  the 
maquiladora's  principle  would  fall  into  line  if  the  NAFTA  agree- 
ment were  completed? 

Mr.  Castaneda.  Senator  Exon,  the  question  of  maquiladoras  is 
one  of  the  very  complicated  areas  where  it  looks  like  things  from 
the  United  States  and  from  Mexico  appear  different.  In  fact,  the 
situation  is  pretty  much  the  following.  The  maquiladoras  have  pro- 
vided jobs,  approximately  500,000  jobs  over  the  last  30  years,  to 
people  in  the  north  of  Mexico  who  either  lived  there  before  or  came 
from  elsewhere  in  the  country  to  find  those  jobs. 

Now,  those  500,000  jobs,  if  seen  in  the  context  of  a  company  or 
factory  shutting  down  in  Nebraska,  perhaps,  or  in  upstate  New 
York,  or  in  Washington  State,  seem  like  a  lot  of  jobs.  It  is  worth 
remembering,  though,  that  Mexico  is  a  country  of  85  million  inhab- 
itants, and  has  a  working  age  population  of  approximately  45  mil- 
lion people  and  a  working  population  of  about  25  million  people. 
We  are  literally  talking  about  a  drop  in  the  bucket  from  the  per- 
spective of  Mexican  society  and  the  Mexican  economy,  even  though 
for  those  American  workers  in  Buffalo,  NY,  who  just  lost  their  jobs 
because  a  factory  closed  down  and  500  jobs  were  moved  to  Mexico, 
that  is  a  devastating  situation. 

So,  I  think  that  is  one  element  that  is  important  to  try  and  con- 
tribute to  understand  why  things  look  so  different  on  both  sides  of 
the  border.  A  second  thing  that  is  very  important  to  realize  from 
the  Mexican  perspective  is  that  the  maquiladora  industry,  which 
employs  mainly  women  with  very  high  rates  of  turnover  and  at 
very  low  wages,  is  not,  by  any  chance,  the  best  paid  sector  of  the 
Mexican  economy  in  the  Mexican  manufacturing  industry.  On  the 
contrary,  it  is  the  lowest  paid  sector  of  the  Mexican  economy. 

Why;  Among  other  reasons,  because  there  are  young  single 
women  who  work  there  who  do  not  organize,  who  do  not  belong  to 
unions,  who  have  no  tradition  of  labor  organization.  Second,  be- 
cause the  government  and  the  companies  do  not  allow  labor  union 
organization  in  most  of  the  maquiladoras. 

And  finally  because  a  lot  of  the  people  in  the  maquiladoras  are 
just  waiting  for  an  opportunity  to  go  to  the  United  States.  The 
maquiladoras  are  not  a  deterrent  to  immigration.  In  a  certain 
sense  they  are  an  encouragement,  an  incentive  to  immigration,  be- 
cause they  attract  people  from  the  rest  of  the  country  to  the  border. 
They  are  there  for  a  month  or  two,  make  some  money,  and  then 
leave  for  the  other  side. 

Finally,  the  question  is  the  following;  these  industries  do  not  use 
any  Mexican  imports.  Now,  that  is  good  for  you  in  the  United 
States.  What  it  means  is  that  a  lot  of  the  trade  between  Mexico 
and  the  United  States  is,  in  fact,  imports,  intermediate  goods  cross- 
ing the  border  into  the  maquiladoras,  being  assembled,  and  then 
being  sent  back  to  the  United  States. 

That  sounds  good  for  the  United  States,  except  the  problem  with 
it  is  that  it  does  not  generate  enough  employment  at  high  enough 
wages  in  Mexico  to  make  Mexico  a  truly  attractive  market  to  the 
United  States,  and  consequently  does  not  build  anything  into  the 


67 

future  relationship  of  sound  trade  relations  between  the  two  coun- 
tries. 

I  think  it  is  important  to  realize  many  of  these  things  when  you 
make  up  your  minds  about  whether  you  want  to  have  a  free  trade 
agreement  that  would  provide  an  enormous  incentive  to  create 
maquiladoras  all  over  Mexico  and,  in  a  sense,  transforming  indus- 
try in  Mexico  into  one  large  launching  platform,  export-launching 
platform  from  Mexico  to  the  United  States. 

Senator  ExON.  Jorge,  is  it  fair  to  say,  then,  from  what  you  have 
just  told  us,  that  you  believe  that  the  maquiladora  process  is  basi- 
cally, then,  a  true  exploitation  of  Mexican  workers  to  the  benefit 
of  some  of  the  American-financed  factories  that  are  there?  Is  that 
a  fair  statement? 

Mr.  Castaneda.  I  think  that  is  a  fair  statement.  Senator  Rol- 
lings. And,  besides,  it  is  a  fair  statement  even  within  Mexico.  As 
I  said,  the  maquiladoras  are  the  poorest  paid,  least  unionized 
plants  in  Mexico.  Of  course,  compared  to  how  Mexicans  in  the  bor- 
der area  without  jobs  live,  it  is  better.  It  is  better  to  have  a  lousy 
job  than  no  job. 

But  compared  to  some  of  the  relatively  better  jobs  that  Mexican 
industry  provides  elsewhere  in  the  country,  where  there  are 
unions — corrupt  and  government-run  unions,  but  at  least  unions  of 
some  sort — and  where  workers  make  three,  four,  and  five  times  the 
minimum  wage,  the  maquiladoras,  these  young,  single  women  who 
make  once  or  once  and  a  half  the  minimum  wage  with  no  job  secu- 
rity, no  fringe  benefits,  no  protection  of  any  sort,  are  being 
overexploited  oy  American  companies,  absolutely. 

The  Chairman.  Well,  let  me  ask  right  that.  Dr.  Castaneda,  be- 
cause I  was  down  there  and  I  came  upon  one  particular  situation, 
and  I  wonder  whether  it  is  typical  or  unique.  Right  to  the  point, 
a  plastic  coat  hanger  plant  that  left  Santa  Ana,  CA,  about  3  years 
and  went  down  into  Tijuana. 

At  the  beginning  of  the  year  when  you  had  the  heavy  floods,  the 
workers — and  if  you  have  ever  been  in  that  area  you  can  under- 
stand why  they  could  not  even  get  to  work.  There  are  no  streets, 
there  is  no  water  lines,  sewer  Tines,  and  in  many  instances  not 
even  electricity  and  everything  else.  And  I  am  not  running  down 
the  people.  They  are  the  sweetest,  hardest-working,  wonderful  peo- 
ple, but  the  circumstances  there  were  as  terrible  as  I  have  ever 
seen  it,  and  I  served  in  North  Africa. 

So,  they  could  not  get  to  work.  It  said  under  the  rules,  if  you  can- 
not get  to  work  1  day  you  are  docked  3  days.  That  made  them  a 
little  upset.  Then  a  worker  trying  to  get  protection  for  his  eyes  lost 
his  eyes,  and  what  finally  really  broke  the  camel's  back  was  a  situ- 
ation where  a  young  woman  supervisor,  who  was  one  of  the  best, 
working  around  very  fast,  very  efficiently,  was  expecting  and  asked 
to  get  off  because  she  felt  ill.  They  insisted  that  she  continue,  she 
had  a  miscarriage,  and  they  said,  well,  we  are  going  to  organize. 

So,  they  went  up  into  California.  They  got  some  lawyers  and  ev- 
erything else  readv  to  organize,  and  found  out  that  that  particular 
industry  had  bought  the  union  up  in  LA  before  they  had  even  come 
down  to  Mexico.  In  other  words,  they  already  had  a  union  but  for 
3  years  no  one  knew  it,  no  one  saw  any  union  agent  or  whatever 
it  was  there.  And  they  had  already  been  paid  off  by  the  company. 
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And  since  they  were  trying  to  organize  where  they  already  had  a 
union,  they  were  fired. 

What  about  that?  Does  anybody  want  to  comment  on  it?  Am  I — 
I  hstened  and  this  is  what  I  learned.  Is  that  unique?  Or  when  you 
'  say  the  government  does  not  allow  unions  or  what  unions  are  al- 
lowed are  pretty  well  controlled;  is  that  it? 

Ms.  Garcia.  In  some  of  these  industries  or  in  some  maquiladoras 
there  are  unions.  But  what  we  have  said  is — because  we  have  been 
looking  at  this  situation  of  women  in  maquiladoras,  is  that  in  some 
places  where  there  are  unions  they  only  exist  to  control  the  people 
there  and  not  to  strive  for  better  conditions  of  life. 

Recently,  Marci  Kaptur,  who  belongs  to  your  Congress,  was  here 
in  Mexico,  and  she  made  it  clear  she  wanted  to  see  the  condition 
of  the  women  in  the  maquiladoras.  I  would  like  very  much  if  you 
could  speak  to  her,  because  she  was  visiting  several  of  these 
maquiladoras  in  the  border,  and  was  very  much  impressed  with 
this  situation. 

I  want  to  say,  on  the  other  hand,  that  one  of  the  questions  that 
is  really  terrible  is  that  they  use  risky  material  and  there  is  no  pro- 
tection to  them.  And  so  I  would  like  very  much  to  say,  finally,  that 
the  maquiladora  is  not  the  best  industry  we  want  to  have. 

The  Chairman.  What  kind  of  NAFTA — can  somebody  answer 
that — would  you  approve  of?  I  mean  we  are  trying  to  get  better 
trade  relations,  build  up  economically  not  only  here  in  the  United 
States,  but  in  North  America,  particularly  with  Mexico  and  the 
United  States. 

Now,  Dr.  Castaneda  or  whoever,  what  kind  of  NAFTA  would  you 
approve? 

Mr.  Castaneda.  Well,  Senator,  as  I  think  we  had  an  opportunity 
to  talk  about  before,  and  as  I  tried  to  explain  in  the  recent  piece 
in  Foreign  Affairs  which  I  understand  has  been  circulated  in  the 
U.S.  Congress  to  a  certain  extent,  many  people  in 

The  Chairman.  Well  we  have  been  coached  here  in  the  back- 
ground for  the  last  several  minutes  that  Televisa  was  trying  to  cut 
them  off.  Did  they  also  cut  off  the  sound?  They  cut  the  sound  too. 

Well,  that  is  what  you  call  the  free  press  in  Mexico.  That  ends 
this  hearing.  Thank  you  very  much. 

Unless  you  can  get  them  back?  We  lost  the  studio.  Well,  that 
gives  you  some  idea  of  what  we  are  trying  to  do. 

The  contention  has  been  up  here  in  the  United  States  during  my 
27  years  in  traveling  as  a  member  of  the  Mexican-American  Par- 
liamentary Union,  that  if  we  can  get  the  money  to  these  countries 
down  there,  the  middle  class  would  develop  and  thereby  democracy. 
The  truth  of  the  matter  is  the  money  does  not  get  to  the  middle 
class — to  the  poor  to  become  a  middle  class.  It  is  like  delivering  let- 
tuce by  way  of  a  rabbit.  It  goes  to  the  PRI  in  this  case,  or  to  the 
generals  in  other  countries,  into  Geneva  bank  accounts  and  what 
have  you. 

And  that  is  what,  in  Europe,  they  have  always  employed  the 
common  market  approach,  and  worked  on  for  6  to  7  years,  before 
admitting  Greece  and  admitting  Portugal,  a  development  fund  to 
help  them  build  up  the  institutions  of  a  free  society.  You  learn  in 
contracts  1  in  law  school  that  you  have  got  to  have  the  capacity  to 
contract.  A  minor  is  not  able  to  contract. 
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In  this  particular  instance,  economically,  politically,  the  country 
of  Mexico  is  not  in  a  position  to  contract  because  they  have  none 
of  these  free  institutions  of  a  free  labor  movement,  of  a  free  mar- 
ket, a  free  election  or,  as  you  have  seen  just  a  minute  ago  here, 
a  free  press.  So,  until  we  can  work  that  in,  what  we  have  gotten 
is  a  reestablishment,  a  virtual  endorsement  of  the  status  quo.  They 
all  say  change,  change,  change,  change.  The  question  is  how  to  get 
the  change.  The  change  is  not  with  NAFTA.  The  change  is  with  a 
common  market  approach,  and  I  hope  we  can  develop  it. 

I  thank  everyone.  The  committee  will  be  in  recess  subject  to  the 
call  of  the  Chair. 

[Whereupon,  at  1:30  p.m.,  the  hearing  adjourned.] 
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